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1. Introduction 
 
1.1  Background to the study  
 
The global garments industry is currently undergoing a significant process of transformation 
driven by two main factors. The first is the liberalisation of the trade regime governing textiles 
and clothing (T&C) with the phase out of the Multi-Fibre Arrangement (MFA) under the 
Agreement on Textiles and Clothing (ATC) of the World Trade Organisation (WTO), due for 
completion by 2005. The second is the restructuring of clothing ‘value chains’ due to changes 
in sourcing and buying strategies of large retailers in the major northern markets, as retail 
markets themselves undergo transformation.  
 
Quota and tariff restrictions under the existing trade regime affect both the volume and price 
of clothing imports into the European Union (EU). Whilst there are overall welfare effects 
associated with these restrictions (particularly negative welfare effects on consumers), some 
producers benefit whilst others lose out from the current arrangements. Current processes of 
trade liberalisation will have an impact on exporters’ comparative cost advantage by changing 
the relative hierarchy of trade preferences. 
 
At the same time, changes in the retail regime influence the competitive advantage of 
different exporters unequally, as non-price factors become an increasingly significant 
influence on sourcing decisions. These factors include quick response times, flexibility, design 
capacity and social and environmental standards.  
 
This study is concerned with understanding the influence of both competitive and comparative 
advantage on patterns of EU trade in clothing with developing countries and also with better 
understanding the links between the two. Conventional trade economics has some 
explanatory value in terms of the broad resource environments, which determine 
comparative advantage. But it does not assist with understanding, in a given environment, 
the extent to which governance structure and relationships between supplying and buying 
actors influence and shape the gains from trade and the unequal distribution of these gains 
both between and within region and firms. As arms-length market relationships are 
increasingly relegated to trade in low-value products, institutional factors and linkages 
have become key determinants of trade relationships. In this regard, value chain analysis can 
assist in understanding the competitive advantage of particular countries, locations and 
firms (Kaplinsky, 2000).  
 
A ‘value chain’ (VC) ‘describes the full range of activities required to bring a product or service 
from conception, through the intermediary phases of production (involving a combination of 
physical transformation and the input of various producer services), delivery to final 
consumers, and final disposal after use’ (ibid.: 8). It links all these processes and the 
economic agents involved, traversing traditional boundaries between sectors and economic 
activities. 
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Similarly, commodity chain analysis
1 has been used to demonstrate how ‘buyer driven’ 
processes originating in retail markets are influencing sourcing patterns for garments. 
Specifically, commodity chain analysis has been used to understand the sourcing patterns of 
US retail companies world-wide, to show how Asian producers have been able to become 
strategic brokers in the global garments industry and to analyse how trade policy under the 
North American Free Trade Agreement (NAFTA) has shaped a consolidated, regional value 
chain in the Americas (Gereffi, 1994; Gereffi, 1999; ECLAC, 2000). Interest is currently 
growing in applying commodity chain and value chain analysis (VCA) to the garments industry 
in countries such as South Africa (SA) and Kenya (McCormick, 2000; Dunne, 2000).  
 
 
Box 1: What are ‘buyer driven’ chains? 
 
A basic distinction is made between ‘buyer-driven’ and ‘producer-driven’ chains. Producer 
driven chains are typically found in capital intensive, high technology, large-scale industries, 
with high barriers to entry in production (such as cars, aircraft). Buyer driven chains are 
usually found in consumer goods industries (e.g. garments, footwear, and toys), which are 
labour intensive in production and have lower barriers to entry in production. In buyer driven 
chains, lead firms are usually the merchandisers, branded manufacturers, retailers and 
marketers, who focus on design, product development, marketing, and brokering 
relationships. Globalisation processes, changes in markets and technology may be leading to 
shift towards a greater prevalence of ‘buyer driven chains’. Gereffi (1994,1999) argues that 





This study applies some of the conceptual and methodological tools from these existing 
studies to an analysis of European garments trade policy reform and value chain 
restructuring. Thus it provides an important basis for assessing critically whether the 
conclusions drawn elsewhere are robust in the EU context. In applying these tools to the EU 
context, an attempt is made to clarify the relationship between the trade policy regime and 
value chain restructuring.  
 
Ultimately, the concern driving this study is the impact of these transformations at the lower 
end of the chain, on labour practices affecting the (predominantly) female workforce in the 
global garments industry. Detailed empirical work is required to understand the links between 
these global processes and labour practices in specific contexts.
3 The present study provides 
an overall context for such empirical work, by tracing the broad changes in EU trade policy 
and retail restructuring, tracing the links to retailer practices, and developing preliminary 
                                                  
1 Gereffi et al (1994:2) define global commodity chains as ‘sets of interorganisational networks clustered around one 
commodity or product linking households, enterprises, and states to one another in the world economy’.  
2 The ‘buyer driven’ and ‘producer driven’ chains are clearly ‘ideal types’ and in reality chains may fall somewhere in 
a spectrum between these.  
3 A number of country studies, as well as the present one, form part of a wider project of the WIEGO (Women in 
Informal Employment Globalizing and Organizing) Global Markets Program. Country studies are underway or 
planned in: Turkey, Morocco, South Africa, India and Central America (linked to a study of changes in NAFTA.)   3  
hypotheses regarding implications for labour practices, for further investigation in specific 
contexts. These have been developed in part through some preliminary field work in a 
supplier country – South Africa – where two teams of researchers are developing more 
focused projects on the links of value chain restructuring with the informalisation of labour.
4  
 
1.2  Trade policy and value chains 
 
The value/ commodity chain literature highlights three key processes whereby trade policy 
shapes the dynamics of value chains, i.e. through:  
 
•  influence on the territoriality of value chains, particularly through processes of regional 
consolidation;  
•  relationship between trade shifts and processes of industrial upgrading;  
•  impact on the distribution of ‘rents’ across the chain.  
 
These are each sketched out below and explored further in the analysis that follows. 
 
Trade policy, territoriality and the regional organisation of value chains 
Trade policy influences the territoriality of garments commodity chains. Due to quota 
restrictions in T&C trade, garments production is much more globally dispersed than footwear 
production, in which trade is relatively unrestricted (Gereffi, 1994). Trade agreements such as 
NAFTA are leading to regional consolidation of value chains (ECLAC, op cit). Preferential 
trade arrangements (PTAs) also enable relatively high wage countries to maintain a 
comparative advantage in spite of wider processes of liberalisation. 
 
For example, the NAFTA agreement has largely been in favour of Mexico. NAFTA is using 
liberalising measures such as duty exemption and tariff reduction to encourage intra-regional 
trade and simultaneously tightening of rules of origin to restrict the use of inputs from outside 
the region. Production sharing arrangements under HTS 9802 000 80 have privileged the 
development of trade and investment links of the US with Mexico, which also has gained 
relative to Caribbean suppliers (ibid.). 
 
Sturgeon and Florida (cited in Palpacuer, 2000: 5) have also identified the ‘critical role of 
regional trade policy in promoting the development of networks,’ which link countries in 
different market categories. They argue that the relations between large established market 
areas (such as the US and the EU) and their peripheries (Mexico and the Caribbean for the 
US, North Africa and Eastern Europe for the EU) are being strengthened under regional trade 
agreements, and through foreign investment. However, this is happening in ways that may 
lock these areas into specialised and/or low value added activities, limiting their prospects for 
upgrading (see below). Relationships between the established markets and big emerging 
markets such as Brazil, India, China and Russia are less fixed, as they are motivated by 
market access of established developed country suppliers, rather than mainly by cost 
reduction opportunities.  
 
                                                  
4 Imraan Valodia and Caroline Skinner of University of Natal in Durban, Tanya Goldman of Community Agency for 
Social Enquiry (CASE) in Cape Town. (Valodia, 2000; Goldman, 2000a.)   4  
The analysis below will explore the extent to which any similar division of labour is emerging 
in the EU, with neighbouring countries benefiting - albeit unequally - from a regional 
reconfiguration of the garments value chain. 
 
Trade shifts and ‘upgrading’ 
Upgrading of firms within value chains can take a variety of forms. These include moving from 
lower to higher value added products, increases in the range of activities performed locally, 
the development of backward and forward linkages between firms (or networks) and 




Gereffi (1999) suggests that being involved in international value chains enables 
organisational learning and thus upgrading, citing the experience of the rise of East Asian 
producers, from low-value added manufacturing, to a strategic role in co-ordination of 
garments production in the region. Some global retail firms are increasingly devolving not just 
production, but also packaging, logistics, quality control, even design, to firms lower down the 
chain, to concentrate on branding and marketing and ‘brokering’. 
 
Schmitz and Knorringa (1999), in contrast, find that although buyers may be instrumental in 
product upgrading at early stages of firm involvement in value chains, this declines over time. 
Moreover, buyers and lead firms may be antagonistic to any upgrading which involves 
suppliers moving up the value chain, e.g. into design or retail activities, so that exporting firms 
can get locked into low value added activities within the chain. There is also a possibility that 
trade liberalisation will lead to ‘downgrading’ whereby former lead firms in a protected 
domestic or sub-regional market become second tier firms in a reorganised global market 
(Palpacuer, op cit.).  
 
Nevertheless, there appears to remain considerable variation in the degree to which high 
value added activities are distributed between actors along the value chain, suggesting 
opportunities for upgrading are available in at least some cases. Firm strategic initiatives, as 
well as local or national collective action or other external conditions, may be necessary for 
upgrading within global value chains (Humphrey and Schmitz, 2000; Palpacuer, op cit). 
 
Conventional trade data is limited in its ability to reveal upgrading processes as defined 
above. Use of product categories does not provide a neat way of readily identifying lower and 
higher value added sub-sectors. It may be possible to illuminate the question of product 
upgrading, through a shift from lower to higher value added within the same product category, 
based on unit price data (ibid.). Kaplinsky and Readman (2000) use this approach. However, 
unit price data do not reveal value added per se, which requires more detailed investigation at 
country level. Also, comparing unit prices across countries facing different trade and 
exchange rate regimes may be problematic. 
 
                                                  
5 Distinct from the upgrading issue, there is also an issue of ‘market access’ for small or new suppliers. Distinguishing 
between incipient or new and established suppliers in value chains may be important in this respect. 
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Nevertheless, the trade data can illuminate ‘good’ or ‘bad’ export performance (in terms of 
market share and growth rate of market share), and the degree of specialisation in particular 
products or groups of product vs ‘all round performance’. These do not correspond directly to 
the upgrading concepts outlined above, but may indicate relative success in terms of meeting 
the requirements of buyers and importing country markets. They may also help to assess 
different strategies of specialising or diversifying between or across products and markets. 
This is the approach taken in section 2.  
 
The qualitative analysis in sections 4 and 5 will also report on retailer and supplier 
perspectives on ‘upgrading,’ based on interviews carried out in the UK (with retailers) and 
South Africa (with clothing suppliers) and the different strategies which companies are 
pursuing to retain or improve their market position. 
 
Trade policy rents 
Trade policy rents – along with ‘brand name rents’ - are thought to be a feature of buyer 
driven chains, which allow lead firms to capture a disproportionate share of the value from 
participation in the chain.  
 
A conventional analysis would suggest that, under the current quota restricted regime, it is 
developed country producers, as well as relatively inefficient (but unrestricted) developing 
country suppliers who gain, at the expense of more efficient but restricted suppliers. Within 
countries relatively inefficient (larger) firms might gain at the expense of smaller but more 
efficient ones, because of their ability to control access to quotas. The losers in this case are 
primarily consumers. Gereffi’s assertion of the role of trade policy rents in buyer driven 
chains, however, suggests that lead firms in Northern markets (retailers) are able to ‘extract’ 
at least a share of these rents from their suppliers, though the process by which this occurs is 
not clear.  
 
Patterns of authority and control (or governance structures) in value chains are critical to 
determining how rents are distributed. While VC analysis has not yet directly addressed the 
question of how lead firms and other actors, internal and external to clothing value chains 
influence trade and other industrial policies in order to preserve - or break down – rents 
associated with trade barriers, political economists such as Underhill (1998) have analysed in 
detail the role of T&C industry interests in shaping and indeed ‘capturing’ policy processes. 
This question is touched on here in a highly exploratory way, focusing on how different actors 
in the EU clothing value chain have tried to influence the implementation of T&C trade policy 
(section 3).  
 
1.3  Value chain restructuring in the garment sector  
 
The influence of trade policy on value chain dynamics is mediated by the actions of those 
directly involved in clothing trade – the buyers, importers and suppliers – and their inter-
relationships. Changes in market structure in importing countries influence lead firm strategies 
and thus shapes their relationships with other actors in the chain.  
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Analysis of changes over time in US clothing markets point to increasing product 
differentiation and the emergence of distinct market segments (standard vs. fashion, and/or 
fashion basics
6) corresponding to a shift away from a ‘mass market’ to ‘retail constituencies’. 
These shifts in demand are shaped by underlying demographic and socio-economic changes 
such as increased rates of female labour force participation, causing the decline of the 
‘woman buys for all’ department store consumer and increases in economic inequality leading 
to a decline in the ‘middle market’ (Gereffi, 1994). 
 
Technological changes, often driven by the industry itself, have brought about ‘lean retailing’ 
though the introduction of bar-coding, electronic data interchange (EDI) and modern 
distribution centres. These changes have enabled companies to reduce inventory costs and 
be more responsive to market demand. (Abernathy et al., 1999)  
 
Shifts in market structure and technological developments have also facilitated the 
emergence of a new set of actors – branded retailers and merchandisers of clothing – who 
source directly from overseas suppliers, in competition with home country manufacturers. 
Department stores, previously the mainstay of the middle market in the US, have lost market 
share to both high-end fashion retailers and to lower-end discount stores (such as Wal-Mart), 
which source from low-wage producers. Intensified competition in clothing retail markets and 
the restructuring process this has engendered has led to a concentration in retailing with the 
top retailers increasing their share of the US market. 
 
The increasing market power of retailers, in turn, has led to pressures on garment 
manufacturers, as retailers demand shorter lead times, higher quality, lower cost, and more 
flexibility. At the same time, textiles firms, which have also undergone concentration, are 
demanding that producers make larger orders, and offer better payment terms. Meanwhile, 
competition is increasing from overseas T&C producers (Gereffi, 1994). 
 
These pressures have generated a range of different responses from developed country 
firms. Manufacturers are increasingly turning to outsourcing as part of their production 
process in order to lower costs. Branded retailers and merchandisers are devolving even 
more functions to other actors – such as packaging, quality control - in order to concentrate 
on marketing and brand development (Palpacuer, op cit; Gereffi 1999). Department stores 
have begun to develop their own store brands and move into higher value markets. Gereffi, 
on the basis of his analysis of changes in the US clothing retail sector, has suggested that 
different types of retail firm, serving distinct market segments, have particular strategies, 
sourcing patterns and buying practices.  
 
Section 4 will explore the nature of the restructuring process in the EU (and specifically UK) 
clothing retail sector to assess the extent to which these hypotheses hold in this case. 
 
                                                  
6 Gereffi usually makes a two-fold distinction between standard and fashion products whereas Abernathy et al. (1999) 
focus on a three-tier pyramid, with ‘fashion basics’ at the centre. In industry parlance, the two fold distinction seems 
accepted.    7  
1.4   Methodology and structure of the report 
 
Section 2 of the study analyses changes in territoriality of value chains through tracing 
locational shifts in sourcing of clothing imports from outside the EU. Using data from the EU’s 
COMEX database, country level analysis as well as product analysis is carried out to assess 
whether there is any emerging regional division of labour, to identify the ‘best performers’ and 
to trace any emerging patterns of specialisation. An attempt is also made to identify, from 4-
digit level product data, where ‘upgrading’ may be occurring. Section 3 analyses trade policy 
reform in the EU T&C sector and the changing hierarchy of trade preferences. A case study of 
trade policy reform in this section, looks at how different actors in the EU clothing value 
chains influence trade policy processes, focusing on Stage III of the implementation of the 
ATC. This section draws on interviews with key informants in Brussels and London and 
explores how key actors or groups of actors are able to shape the governance structures of 
value chains and thus impact on the distribution of rents.  
 
Section 4 focuses on the restructuring of the EU clothing retail sector, in response to changes 
in market demand, competition, concentration and globalisation in retailing. The implications 
of these broad changes for sourcing and buying strategies are traced, drawing on interviews 
with buyers and other representatives of UK clothing retail companies. Section 5 analyses the 
pattern of EU-SA trade in garments and how changes in relationships between buyers and 
overseas producers are affecting the strategies of supplier firms, and, potentially, their labour 
practices.  
 
Finally, in part 6, some tentative conclusions are drawn about:  
 
•  The influence of trade policy on the restructuring of clothing value chains in the EU; 
•  The influence of changing retail structures and retailer strategies on patterns of sourcing 
of clothing; 
•  Which countries or regions are likely to be included in which type of EU clothing value 
chains in the future; 
•  What strategies clothing suppliers are adopting in order to secure or improve their 
position in value chains, and; 
•  The potential implications of these strategies for labour practices.  
 
 
2. European T&C trade: Patterns and Partners  
 
2.1      Introduction 
 
This section analyses trade data on extra-EU T&C imports, in order to identify: 
•  Regional shifts in the market shares of exporters in the EU market; 
•  Which exporters are improving their performance most rapidly;  
•  Trends in the destination markets of the main suppliers (of specialisation or 
diversification); 
•  Trends in the product specialisation or diversification of the main suppliers. 
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The first two aspects relate to an understanding of how trade preferences may be shaping the 
territoriality of the T&C value chain. The second two are focused on identifying ‘buyer driven’ 
processes, in terms of which markets and products are providing the best opportunities for 
exporters. The analysis attempts to assess where particular exporters are specialising, and 
others achieving all round performance. 
 
Data are drawn from Extra European Union statistics (89-97) from EUROSTAT, Statistical 
system 4.
7 Data were obtained for 1993 and 1997
8 and thus may capture some of the earlier 
effects of the liberalisation of T&C trade via the ATC.
9 Two HS chapters were selected as 
capturing the changes for clothing, 61 and 62, separating knitted/crocheted from woven 
garments. Extra-EU imports are considered in total and at the 2- and 4-digit levels of 
aggregation (Appendix 2 gives a full list of the product groups at HS-4 level).
10 
 
2.2  Overview of EU T&C clothing imports 
 
In 1998, 34.4 percent and 58.6 percent of the EU(15) imports in textiles and clothing 
respectively originated from non-EU or ‘third’
11 countries. Extra-EU imports have increased 
rapidly, by about 38 percent over the period 1993-7. Extra-EU clothing imports amounted to 
€25.64 Bio and to €35.46 Bio in 1993 and 1997, an expansion of 8.4 percent per annum.  
 
HS 62 (woven) products accounted for 61.9 percent of clothing imports in 1993 slightly above 
the 60.5 percent share in 1997. This is because HS 61 (knitted) imports have grown more 
rapidly at 9.4 percent per year compared to a 7.8 percent annual increase for HS 62. 
Changes have also occurred across regions, major partners and individual exporters.  
 
 
                                                  
7  SP4 consists of the total of the following procedures: normal imports, normal exports (SP1); imports after outward 
processing; exports for outward processing (SP3); imports for inward processing, suspension system; exports after 
inward processing, suspension system (SP5); imports for inward processing, drawback system; exports after inward 
processing, drawback system (SP6).  
8  Whilst ECLAC (2000) takes for the US the earlier date of 1990 we are constrained in the case of the EU exporters 
by countries that underwent geopolitical changes. Comparability of trade data is only possible from 1993. However, 
for 1993, the EU is one of 12 member states (MS) whereas trade data for 1997 are with EU (15). Given the relatively 
small share of extra EU-imports from the new MS, we do not consider the expanding Union to significantly affect our 
findings. 
9 Apart from the impacts of successive stages of ATC implementation, two other changes may however have major 
implications for trends post 1997: the first is the entry of Turkey into a customs union with the EU from 1997; the 
second, the discontinuation of the separate classification of OPT imports (Interview, Werner Stengg, DG Enterprise, 
EC. December 2000) 
10 There are a total of 188 external EU partners for both HS 61 and for HS 62. But, as some exporters are only 
involved with one of these categories, there are 202 partners overall.  
11 This is the terminology used to indicate trade partners outside the EU. For the purposes of this paper, the term 
‘exporters’ is used to refer to non-EU suppliers, except where otherwise specified.    9  


































Note: The breakdown is for total (intra and extra-EU) imports.  
Source: Textile Asia (Sep. 1999:80, fig. 7). 
 
 
Taking into account intra-EU trade, four member states (MS) dominate imports: Germany, 
France, the UK and Italy (see Figure 1). The smaller MS typically account for a smaller 
proportion of imports. The stronger position of the EU in textiles is reflected in the fact that, 
whilst trade with non-EU members was about half the value of intra-EU trade in textiles, in 
clothing the Community imported 1.5 times the value from outside the EU as from within the 
Union. The EU, like most developed regions, exhibits T&C trade deficits. For clothing, the 
deficit increased from $16 billion in 1990 to $33 billion in 1998 although fluctuations towards 
the end of the period, reflect the effects of the East Asian crisis (see Figure 2).  
 
Growing trade deficits are also reflected in employment trends. Whilst the EU 15 T&C sector 
employed 2.2 million workers in 1998 (of which approximately 1.2 million in textiles and 1 
million in clothing, accounting for around 7.5 percent of industrial employment), nearly 
200,000 jobs were lost in the 1996-8 period, continuing a downward trend over recent years 
(OETH, 1999
12). The rate of job loss was greater in clothing than textiles, with percentage fall 
of 4.2 percent between 1996 and 1998. In five countries – Belgium, Germany, the UK, Finland 
and France - the percentage fall in clothing employment was greater than 5 percent in 1997-8 
(ibid: 50-1). Nevertheless, the European T&C industry remains of importance as there are 
117,000 enterprises in the EU, accounting for 10 percent of industrial companies, and the 
industry generates an annual turnover of € 186 billion (ibid: Table 3).  
 
 
                                                  
12 It is unclear whether this data includes informal sector employment. The text states ‘enterprises of all sizes’ but is 
unlikely to include unregistered enterprises.    10  





















EU imports EU exports
 
 
Source: WTO (1999a) Annual Report, International Trade Statistics.  
 
 
A major characteristic of EU T&C trade is the dominance of a small number of key suppliers. 
For textiles, India, Turkey, the US and China accounted for 12.7 percent of EU imports. 
Added together with EU (15) imports, this amounted to 79.6 percent of all textile imports. The 
concentration is marginally more pronounced in clothing as China, Turkey, Hong Kong 
Special Administrative Region (SAR) and Tunisia have a combined share of 23.3 percent of 
total EU imports.
13 Clothing exports from China have expanded at the remarkable rate of 15 
percent per year over 1990-98. With a 1990 share of world clothing exports of 4 percent, its 
1998 share was the largest of any country at 16.7 percent (WTO, 1999.) 
 
On the supplier side, the T&C industry is particularly important for Asian countries, but it also 
dominates smaller economies such as Mauritius and Jamaica (see Figure 3). Noticeable is 
the increasing reliance by Romania on clothing and the large if declining share of clothing 
production in Greece and Portugal’s industry and exports. Some of the changes observed 
(e.g. for Morocco and Egypt) might reflect a diversification in manufacturing away from 
clothing over the period examined.  
 
The trade data analysis that follows identifies the presence of regional as well as individual 
country ‘newcomers’. The analysis asks whether there is a EU-wide pattern of redirection of 
imports, or whether there are characteristics that are specific to individual MS that matter for 
the sourcing of imports. Moreover, it addresses the question of whether a particular set of 
goods governs exporters’ performance. A difficulty relates here to a priori identifying such set 
of goods, which could generate a typology of exporters. The approach taken here is rather to  
first select ‘successful’ partners and then to detail the sub-sectors in which exports have 
markedly changed or increased.  
 
 
                                                  
13  This total includes both intra- and extra-EU imports.    11  

































Note: On the right hand side are countries for which the share of clothing in total merchandise export 
has declined between 1990 and 1998.  
Source: WTO (1999a) Annual Report, International Trade Statistics, Tables IV.73 and IV.81. 
 
The analysis is structured into two main parts. The first part focuses on percentage changes 
in market share for extra-EU imports in the two reference years (1993 and 1997). In a second 
part, the analysis is narrowed to ‘large
15’ exporting countries. This covers individual 
performance, EU markets of destination and the types of goods that have been exported.  
 




Value chain analyses have identified a regional dimension of performance typically linked to 
relative trade advantages. The Caribbean Basin Initiative (CBI) and Mexican ‘models’ in 
particular are framed around geographical proximity as well as trade advantages and the 
Asian-led ‘triangle-manufacturing model’ has emerged following pressures to expand the 
production of higher value-added items. An analysis of changes in regional shares of the 
extra-EU clothing imports will be used here to identify any similar trends at EU level. Since the 
                                                  
14 - The figures here represent overall significance of T&C exports, not just those destined for the EU. 
15  ‘Large’ here means countries with a share of greater than one percent of extra-EU imports in either year.  
16  Whilst far from ideal, the WTO classification has been followed. Turkey is therefore considered a “developed” 
exporter, whilst Asia is separated into East and South Asia and Eastern European countries into CEECs, the CIS and 
Baltic States. The Pacific and other islands not elsewhere specified have also been categorised as a group, as there 
were important changes in their exports between the two chosen years of reference. See Appendix 3 for the full list of 
regional groupings.    12  
overall EU clothing market is characterised by declining household expenditure, an increase 
in percentage share of market by a given region implies displacement of another.  
 
Overall, East Asia followed by the Central East European Counties (CEECs) dominates EU 
clothing imports (Table 1 and Figure 4). However, over time a displacement of East Asia has 
been manifest in favour of the CEECs, the Commonwealth of Independent States (CIS) and 
Baltic countries as well as of South Asia. Major declines were registered for the Middle East 
and Latin American (LA)/Central American regions, but there was relatively little change for 
the ‘developed’ region
17, North Africa, Sub-Saharan Africa, the Pacific and the Caribbean. 
This aggregate pattern conceals divergent trends between the main clothing sub-sectors (see 
Appendix 5 – Figures 5 and 6 and tables 2 and 3). 
 
 
Table 1: Share of extra-EU imports, 1993, 1997, by region and percentage change: 








 Latin  /Central  America 0.89 0.56  -37.12 
 Middle  East  1.44 1.02  -29.06 
 East  Asia  41.00 36.03  -12.11 
 Caribbean  0.23 0.21  -7.50 
  Pacific and other islands  0.03 0.03  -5.70 
 SS  Africa  2.49 2.44  -1.93 
 North  Africa  12.63 12.76  1.03 
 Developed  14.05 14.38  2.38 
 South  Asia  10.07 11.33  12.42 
 CEECs  16.24 18.29  12.64 
 CIS  0.65 1.33  105.69 
 Baltic  0.29 1.62  459.42 
 CIS/CEECs/Baltic 17.18 21.24  23.68 













                                                  
17  Note however that this includes Turkey comprising almost half of the exports for this group.   13  
Figure 4. Regional origin of extra-EU clothing imports, 1993 and 1997. 
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The disaggregated analysis in Figure 7 and Table 4 below confirms the rapid pace of growth 
of small suppliers in Baltic and CIS states, as well as to a lesser extent CEECs and South 
Asia, and the displacement of East Asia, Middle East and Latin America. The falling share of 
the LAC (Latin America and Caribbean) countries may also reflect their increased share of the 
US market, consequent on changes in trade policy there. The changes for the Caribbean and 
Pacific regions are more ambiguous, as they are moving in different directions for different 





                                                  
18  As noted elsewhere, this pattern may reflect dominance of particular countries, e.g. North Marian Islands and 
Dominican Republic.    14  
Figure 7. Extra-EU imports: regional percentage change 1993- 1997, 61, 62 and total.  
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Table 4: Percentage increase/decrease in share of extra-EU clothing imports, by region 
(percentage change of 1993 value).  
 
  Percentage change 1993-7 
    Region  HS 62 HS 61 HS 61 & 62  
  Latin & Central America  -21.60 -45.11 -37.12
  Middle East  -25.18 -33.12 -29.06
  East Asia  -14.87 -8.67 -12.11
  Caribbean 33.42 -13.70 -7.50
  Pacific & other islands   -42.19 26.68 -5.7
  Africa 2.53 -6.80 -1.93
  North Africa  3.05 -1.68 1.03
  Developed   1.75 1.07 2.38
  South Asia  5.92 23.02 12.42
  CEECs 10.85 24.83 12.64
  CIS 101.45 186.06 105.69
  Baltic 455.95 495.08 459.42
  CIS/Baltic/CEEC 22.07 36.17 23.68
 Asia  -10.57 -2.89 -7.27  
 
Note: Developed includes Turkey. 
 
In conclusion, some key trends relating to the regional performance of the exporters can be 
highlighted as follows: 
 
•  Smaller suppliers have increased their export share, marginally displacing the 1993 top 
third of suppliers. Of those ranking relatively high in the share of EU market, the fastest 
increases were for Former Yugoslavia (FRY), the Baltic States (Estonia, Lithuania, Latvia) 
and CIS countries (Belarus), as well as Albania, two Asian countries (Myanmar and 
Cambodia) and Madagascar. Other African and LAC states are in general performing 
weakly in the EU market, for a wide variety of reasons. (Table 5, Appendix 5 gives a more 
detailed breakdown by country of changes in share of the EU market 1993-7, highlighting 
the rapid growth of these small suppliers (5A) as well as the falling share of others (5B). 
 
•  At a regional level, East Asia and the Middle East are displaced. These changes might 
have their origins with the CEECs and South Asia, which have increased their share. 
Africa and North Africa appear stable
19 and the developed countries have not, either, lost 
out.
20 Overall, East Asia declined from 41 percent to 36 percent of extra EU clothing 
imports, while CEECs increased from 16 to 18 percent and South Asia from 10 to 11 
percent. 
 
•  A breakdown of the data across the two main clothing categories highlights that North 
Africa might be progressively shifting to HS 62 (woven) exports, and that Caribbean and 
Sub-Saharan African, as well as South Asian and Eastern European countries are gaining 
share in that particular sector. 
                                                  
19  This hints at ‘3 types’ of value chain so far. 
20 This result however is perhaps distorted by the inclusion of Turkey, one of the top performers, in this group.    16  
•  Driving effects in regional changes are with HS 61 (knitted garments) exports, which 
accounted for about 39 percent of extra-EU clothing imports in 1997. With the exception of 
East Asia and the Caribbean, which clearly retain some competitive advantage here, the 
former probably in higher value added products, the displaced regions are more displaced 
in HS 61 than in HS 62. The top performers generally have done better in HS 61 than in 
HS 62. Also, an increase in one sector seems to be accompanied by an increase in the 
other sector and vice versa. Ceteris paribus, this would somewhat reflect a general shift in 
demand towards knitted garments. 
 
•  The overall pattern observed for HS 61 suggests that goods in this category are 
heterogeneous in terms of unit value and produced by a range of countries at different 
stages of development. At the upper end, there may be sub-sectors that less developed 
exporters find difficult to enter. This highlights the coverage of HS 61 of both T-shirts and 
high value knitwear. 
 




The remaining analysis focuses on the ‘large’ suppliers to the EU market, i.e. all those with a 
share of exports in excess of one percent of the extra EU market in either reference year. 
These large suppliers jointly account for 85-90 percent of all extra-EU clothing imports. For 
HS 61 and HS 62, we have identified 24 and 23 ‘large’ partners, respectively, signalling a 
slightly greater concentration of exports in HS 62.
22  
 
Within this top supplier group, changes in rank have indeed occurred (Table 6). There have 
been pronounced drops in rank for South Korea, Switzerland, Malaysia, Macao and Israel in 
HS 61 and for Thailand in HS 62. The largest improvements in rank have occurred for 
Bangladesh and Romania (HS 61) and for the Eastern European and CIS newcomers and 
Vietnam (HS 62).  
 
As can be seen in Table 6, large exporters are geographically dispersed. Africa is here 
represented by Mauritius and developed country (DC) exporters – Switzerland, the US and 
Turkey - are present together with conventional Asian suppliers. There is however a strong 
representation of Eastern European partners.  
 
                                                  
21 Appendix 5, Table 5 gives a more detailed listing of individual country performances, focusing on those for whom 
percentage change in market share has grown > 100 percent or fallen > 70 percent.  
22 The HS 61 group has also shrunk over time with three members falling below the one percent threshold by 1997, 
while three newcomers had entered HS 62.  
   17  
Table 6. Ranking of top extra-EU clothing suppliers by market share 
(Countries having more than 1 percent of extra-EU market in 1997) 
 
  Hs 61  Hs 62 
  Country  1997  rank  1993  Rank  Change in 
rank 
Country  1997  Rank  1993  Rank  Change in 
rank 
  Turkey    1  1  -  China     1  1  - 
  China     2  2  -  Hong kong    2  2  - 
  Hong Kong   3  3  -  Tunisia    3  3  - 
  Bang   4  13  +9  Turkey    4  4  - 
  India  5  5  -  Morocco    5  6  +1 
  Indonesia    6  4  -2  Poland    6  5  -1 
  Morocco    7  6  -1  Romania    7  9  +2 
  Tunisia  8  12  +4  India    8  7  -1 
  Mauritius    9  8  -1  Bangl  9  11  +2 
  Thailand    10  9  -1  Indonesia    10  8  -2 
  Taiwan  11 14 -3  Hungary  11 10 -1 
  South Korea   12  7  -5  Vietnam    12  22  +10 
  Romania  13 25 +12  United  states 13 16 +3 
  Poland  14 19 +5 Slovenia    14 14 - 
  Hungary  15  20  +5  Croatia    15  12  -3 
  Macao  16 11 -5  Sri  lanka    16 20 +4 
  Malaysia   17  10  -7  Czech rep.   17  17  - 
  United States  18  18  -  Macao    18  18  - 
  Pakistan    19  15  -4  Bulgaria    19  28  +9 
 
Sri Lanka  20  23 
 
-3 
Slovakia    20  27 
+7 
  Israel    21  16  -5  Pakistan    21  19  -2 
  Philippines   22  21  -1  Lithuania    22  41  +19 
  Switzerland.   23  17  -6  Thailand    23  13  -10 
  Czech  Rep.  24  27  +3      
 
 
From a trade regime perspective, the main suppliers range from severely restricted to 
unrestricted suppliers. However, with the exception of China and Hong Kong, in terms of rank, 
some of the most restricted countries are generally the ones losing ground (i.e. the large 
Asian producers such as Indonesia, Thailand, Taiwan, South Korea, Macao and Malaysia). In 
contrast, improvements in the rank broadly match those larger suppliers that are not restricted 
(i.e. mainly Eastern European suppliers, Bangladesh and North Africa). There are exceptions 
to this pattern for woven garments with Vietnam and Sri Lanka gaining rank perhaps because 
they have not yet approached full quota limits.
23  
 
One problem with ranks is that they do not reveal the speed at which changes are occurring. 
Figure 8 below reports the percentage change in extra-EU export shares of the large 
suppliers. What can be seen for clothing as a whole is the extreme advance made by 
Lithuania and the strong advance made by a core of large suppliers (60 and 80 percent 
                                                  
23 This would appear to be more likely for Vietnam than Sri Lanka however. The latter has recently negotiated a 
bilateral deal with the EU precisely in order to remove quotas on some of its key exports (notably trousers) (see 
Section 3 for more details).    18  
increase for Eastern European countries, Bangladesh and Vietnam). At the opposite extreme, 
countries with falling shares are not entirely individually displaced. Their extra-EU export 
share decline is of the order of 30-60 percent.  
 
Figure 8. Extra-EU clothing import shares: percentage change for the large suppliers. 
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When clothing is disaggregated into knitted and woven categories (see Figure 9 Appendix 6), 
the fastest expansion is with HS 61 (knitted) (with a disproportionate increase for Slovakia, 
Bangladesh and Vietnam). At the bottom end, Asian suppliers (Singapore, South Korea, 
Thailand, Philippines with Hong Kong as an exception) have experienced greater declines in 
HS 62 than in HS 61, suggesting some remaining advantages of these suppliers in HS 61 
exports. In the perspective of a buyer driven process, this could be interpreted as an 
emerging or continuing demand for HS 61 goods.  
 
Overall, demand in the importing markets would appear to be shifting towards HS 61 goods 
for the newcomers. Nevertheless, more pronounced regional shifts potentially lie with HS 62   19  
exports with a move away from more established Asian suppliers towards CEEC and CIS 
newcomers.  
 
Markets of destination 
There appeared little overall change in the EU markets of destination of the largest exporters 
between 1993 and 1997 as highlighted in Table 7. Germany absorbed the greatest share of 
imports, followed by the UK and France for both types of goods with typically an increased 
concentration over the period towards Germany. On the other hand, Greece and Portugal and 
to a lesser extent Ireland increased their share of clothing imports, particularly in the woven 
(HS 62) category.  
 
From Table 8 one can note that import expansion stems mainly from the smaller MS. The 
fastest general increase in the period was with Ireland and the smallest increase with 
Germany. The pattern loses some of its consistency as distinct clothing goods entered the EU 
markets at different rates. Sharp increases for HS 61 have originated from 
Belgium/Luxembourg, Greece, Spain and Ireland. For HS 62, import growth has been most 
pronounced for Ireland. Combined with Table 8, the breakdown suggests a pronounced 
national dimension to the origin of the trends perhaps reflecting differences in taste and 
demand.  
 
Disaggregating the main exporters by EU market of destination (see Appendix 7, Table 9A, 
9B), Germany is consistently the first or second largest export market in both 1993 and 1997 
for all countries. There are nevertheless nuances; Moroccan, Tunisian and Mauritian exports 
target the French market primarily as well as to a lesser extent Romania; and Poland’s 
second market after Germany is Denmark. For Turkey and Eastern European and Baltic 
countries, second markets after Germany are Netherlands, and for some countries in HS 62, 
Italy (Czechoslovakia, Hungary, Romania, Bulgaria); for Asian exporters, the UK tends to be 
the second market and this also held for Lithuania. The UK is the main market for Israel, UAE, 
Malaysia and Singapore. There are also nuances over time; 
 
•  Countries that have shifted towards the Netherlands include Israel (from Germany) and 
Vietnam (from France);  
•  The UK has witnessed a widening of its sourcing base. Morocco (from France and 
Germany), India (for HS 62 from France), Thailand (from France), Macao (from France 
and from Germany for HS 61), Lithuania (from the Netherlands) and Pakistan (from 
France for HS 62) are all making gradual headway in the UK market. The UK has become 
the number one EU market for HS 61 for a range of Asian suppliers (Bangladesh, Sri 
Lanka, Thailand, Philippines, Indonesia) and for Sri Lanka in HS 62. 
•  France reduced its importance as key destination market for some of the suppliers.  
•  Italy has deepened its involvement with Eastern Europe. Slovenia (for HS 62 from 
France), Hungary and Romania (for HS 61 from Germany and France) and Croatia (from 
the Netherlands) have shifted towards Italy. Also Tunisia (for HS 61) has increased its 
Italian market share away from both France and Germany.  
•  These features point to dynamism in the destination of third countries exports to the EU, 
which is not evident from a focus on shares alone. However, for some of the exporters, 
there is a marked concentration of their exports on a narrow base of markets.    20  
Table 10 (Appendix 8) reports the standard deviation of the distribution of the exports of the 
large exporters across the MS, indicating the degree of concentration in the EU market. At 
one extreme stands, in 1993 and in 1997, Slovenia, the Czech Republic and Croatia as well 
as Turkey and Lithuania (although the concentration was lessening for the latter two). In 
1997, other concentrated exporters were Poland (for HS 61) and Morocco (for HS 62) the 
exports of which became more concentrated over time in terms of destination. In HS 61, 
Vietnam, successfully spread its exports across the MS. In both years, the least concentrated 
in terms of destination markets were the Asian exporters (noticeably Bangladesh, China and 
India) and the USA. 
 
Sub-sectoral pattern of exports and of export performance  
In order to explore the nature of changes in the product composition of extra-EU imports, 
performance of the large exporters in both HS 61 and HS 62 was analysed at the 4-digit level. 
Important changes took place over our period of analysis in terms of the goods exported, with 
pronounced shifts particularly across HS 62 sub-sectors. (Table 11). 
 
Overall, the analysis reveals that the dominant sub-categories of clothing for the large 
suppliers were: 
 
•  pullovers, jerseys etc. (HS 6110: 31 percent of HS 61 in 1997) 
•  T-shirts (HS 6109: 15 percent in 1997) 
•  suits (HS 6104, HS 6203 and HS 6204: 9, 21 and 24 percent of respective subcategories)  
•  standard woven clothing items (shirts, blouses in HS 6205 – HS 6206: 10 and 9 percent 
respectively). 
 
This suggests a rough categorisation into higher and lower value added, for 61 and 62 
respectively, with jumpers being higher value in 61, compared to T-shirts, while suits etc. are 
higher value in 62 compared to shirts. In spite of increases in the value of exports across all 
the sub-sectors, some of these larger sub-sectors have seen their share decline relatively 
over time (HS 6104, 6205 and 6206).  
 
Over our period of analysis there has not been, however, any obvious sectoral specialisation 
in the sense of a pronounced shift towards the largest sub-sectors. If anything, the data 
shows a decline in specialisation thus defined. As illustrated in Table 11, in HS 61, the largest 
growth in percentage shares was in small (less than 2.4 percent share in 1993) sub-sectors, 
although comparing percentage point increases, no clear pattern emerges. In HS 62, more 
evident movements were in favour of smaller sub-sectors. Comparatively adverse shifts were 
with the larger sub-sectors, with shares of 8-13 percent of the overall group exports, all of 
which declined in the period 1993-7.  
 
In order to understand the extent to which changes in sub-product performance are 
distributed across countries, standard deviations and coefficients of variation were calculated 
for each sub-product (at 4 –digit level) across the set of large suppliers.
24 To assess the
                                                  
24 See Table 12, appendix 9.   
 
 




Fr. Bel./Lux. Neth.  Ger. Italy UK  Ire. Den.  Greece Port. Spain   
HS 61  16.2  3.2  9.4  42.6 5.0 18.2  0.4  3.2 0.2  0.2 1.5  100% 





Fr. Bel./Lux.  Neth.  Ger.  Italy  UK  Ire.  Den. Greece Port.  Spain  Swe.  Fin.  Aust.   
HS 61 14.5  5.4  8.5  32.5  6.3 20.2 0.6  3.4  0.3  0.2 2.4 3.0 0.6 2.1  100% 





Table 8. Annual growth rate of clothing imports to EU MS: 1993- 1997 (%).  
  
 EU  (12)  Fr.  Bel./Lux. Neth.  Ger.  Italy UK Ire. Den.  Greece  Port. Spain 
HS 61 8.7  5.8  23.8  6.0 1.6  15.1  11.6  20.7 10.0  22.8  4.7  22.0 
HS 62 7.6  6.3  11.5  6.4 2.0  14.2  11.1  23.0 12.9  13.2  20.5  9.9 
   22
Table 11. Changes in the sub-sectoral composition of clothing exports from the large 
extra-EU suppliers to EU market (% by value) 
 
  Chapter 61 – knitted garments  Chapter 62 – woven garments 
 
 
1993       % 
Share





1993       % 
Share





  61 100 100 62 100 100
  6101 0.46 0.49 0.03 6201 9.47 8.17 -1.3
  6102 0.67 0.63 -0.04 6202 8.84 7.47 -1.37
  6103 1.57 2.26 0.69 6203 20.98 21.12 0.14
  6104 12.21 8.69 -3.52 6204 21.04 24.28 3.24
  6105 5.15 5.38 0.23 6205 12.99 10.14 -2.85
  6106 3.25 3.56 0.31 6206 10.50 8.71 -1.79
  6107 3.92 4.15 0.23 6207 0.98 0.95 -0.03
  6108 8.19 8.38 0.19 6208 1.86 2.02 0.16
  6109 15.17 15.71 0.54 6209 1.45 1.48 0.03
  6110 30.59 31.39 0.80 6210 1.75 3.88 2.13
  6111 4.13 4.30 0.17 6211 5.58 5.71 0.13
  6112 4.41 4.98 0.47 6212 2.73 3.44 0.61
  6113 0.09 0.35 0.26 6213 0.24 0.20 -0.04
  6114 2.45 1.40 -1.05 6214 0.66 0.97 0.31
  6115 6.01 5.81 -0.20 6215 0.27 0.27 0.00
  6116 1.37 1.84 0.47 6216 0.49 0.72 0.23
  6117 0.34 0.45 0.11 6217 0.17 0.26 0.09
 
extent to which country performances are influenced by the particular sub-products, the 
change in market share (1993-7) by sub-product (4-digit) was also calculated for each of the 
suppliers, and an overall assessment made on this basis, of whether the particular country 
was evolving as a specialist, or an all round performer across the sub-products. This latter 
analysis forms the basis of Figures 10 and 11 below.
25  
 
Looking at product specialisation by individual countries, some countries have dominated 
particular sectors. About 42 percent of extra-EU HS 61 imports originated from Turkey, China 
and Hong Kong (1997). For HS 62, China, Hong Kong and Tunisia accounted for 37 percent 
in 1993 and 34 percent in 1997 of extra-EU exports. The distribution of production across 
sub-sectors and across large exporters was far more spread for woven, than for knitted, 
clothing.  
 
                                                  
25 The original dataset is not presented here because of its size. Changes greater than zero and greater than 100 
percent were distinguished. Where countries had a pattern of positive change dominated by rapid growth (> 100 
percent) in a few subsectors, they were categorised as ‘specialized’ whilst those where growth was slower but spread 
across a greater number of the 17 subsectors, were categorised as ‘all rounders’. Needless to say this categorization 
was somewhat subjective and there were ‘ambiguous’ cases, indicated in the middle column in each case here.    23
For HS 61 (knitted) garments, across sub-products, a series of large EU suppliers have 
shifted their exports in favour of HS 6113, HS 6117 and HS 6103 and HS 6116 
(rubberised/impregnated garments, accessories, men’s suits etc, and gloves, the latter 
category possibly belonging to a higher value added good, more technical sector). On the 
simple basis of the number of countries that have seen their share expanding, progress in HS 
6103 (knitted men’s suits, jackets and tailored garments) has occurred for most of our large 
suppliers. In contrast, the most pronounced shift has been away from HS 6108 (slips, 
nighties, petticoats etc.) and towards HS 6102 (women’s/girls’ overcoats), with a 
specialisation of a core set of countries in this sub-sector.  
 
For HS 61, concentration in a narrower range of EU markets does not imply changes in a 
narrow set of sub-sectors.
26 In order words, geographical concentration does not seem to 
imply product specialisation. The pattern shown in Figure 10 emerges (irrespective of the 
magnitude of change). China stands out having increased its share of all but three of the 17 
sub-sectors.  
 
Figure 10: Performance of main exporters to EU in knitted garments (HS 61) 
 
Specialisation  No clear cut 
pattern 
Appearing as all around good 
performer 
Slovenia  Czech R.   Turkey 
Israel  Morocco Sri  Lanka 
Tunisia Switzerland  Hungary 
Taiwan S.  Korea Mauritius 
Philippines Singapore  Poland 
Macao   Romania 
Indonesia   Hong  Kong 
Bangladesh   Pakistan 





NB: specialization defined as 
expansion of relatively small set of 
sub-sectors.  India 
 
The importance of HS 62 goods in terms of regional shifts in the composition of extra-EU 
imports identified earlier is confirmed in the analysis of the sub-sector performance. Here 
countries have experienced significant changes of performance at the disaggregated level.  
 
The changes are driven by the exceptional performance of few key suppliers with a 
pronounced shift towards HS 6212 (bras). The partners involved are Bangladesh, India, 
Pakistan and Croatia, which have all increased their share of exports of this sector by more 
                                                  
26 This is in spite of a pattern of decline across a series of sub-sectors for the nine most concentrated exporters.   24
than 1500 percent.
27 HS 6215 and HS 6217 (ties and accessories) are the next sub-sectors in 
which a pronounced expansion has happened. Again a narrow set of supplier countries 
influences the results (Slovakia and Lithuania and Vietnam respectively). HS 6217 
(accessories) is the sub-sector in which most of our large exporters displayed an all-around 
positive performance. Relatively pronounced specialisation shifts have occurred towards HS 
6213 and HS 6207 (handkerchiefs and vests). Two more sub-sectors that exhibit signs of 
specialisation are HS 6203 (suits) and HS 6215 (ties). An across the board assessment of the 
sub-sectors in which a majority of our set of large exporters has performed well reveals a 
general expansion into HS 6210 (felt/ non-woven fabric garments), HS 6212 (bras) and HS 
6211 (track suits/swimwear).  
 
In relation to the overall changes across HS 62 sub-sectors, these have been favourable to 
our set of large exporters. Fundamentally however, the pattern for HS 62 is messy with the 
consequence that it is not really possible to identify a quasi-regional model of performance. 
Simply on the basis of the increasing or decreasing growth rates in shares, the following 
typology of exporters is tentatively set forward (Figure 11).  
 
Figure 11: Performance of main exporters to EU in woven garments (HS 62) 
 
Specialisation  No clear cut 
pattern 
Appearing as all around good 
performer 
Slovenia  Sri Lanka   Poland 
Croatia Morocco  Turkey 
Lithuania Bulgaria Romania 
Czech Rep.  Tunisia  Vietnam 
Slovakia Macao  Hungary 
Pakistan   South Korea  India 
  Switz. (+ Liecht.)  Bangladesh 
Specialisation is   Indonesia  China 
taken as a 
pronounced 
  
increase of growth 
share  
Thailand  NB: In bold, exporters  




that have seen increases in a 
large set of sub-sectors 
 
2.5 Concluding comments 
 
The CEECs and to a lesser extent South Asia have displaced East Asia as well as the Middle 
East in European clothing imports. Within smaller exporters – CIS and Baltic states – and the 
Pacific and the Caribbean for woven goods - have ‘displaced’ Latin and Central America. 
Although in a general sense, these regional shifts reflects a parallel pattern to the 
                                                  
27 The increase applied to shares, which were small in 1993 (the 1997 shares did not exceed 2.2 percent - the figure 
for Slovenia), the smaller expansion/decline by others exporters in this particular sector means that there is a far less 
impressive shift when it is scaled by the mean of the changes.    25
displacement of East Asia by Mexico in the US, with the CEEC in this case being the 
neighbouring region favoured under preferential trade agreements, the pattern is more 
complex in the detail because of inroads made by a proliferation of new entrants - the CIS, 
Baltic, FRY states - and because the particularly strong relationship of CEECs with Germany 
is not replicated in all MS. (Asian countries are becoming more important for example in the 
UK market.)  
 
Whereas the US market is increasingly dominated by imports from Mexico/ Caribbean and 
secondly from Asia
28, in Europe there appear to be at least three types of value chain – those 
drawing on a proliferation of specialised small suppliers which have recently entered the EU 
market (since the collapse of the Former Soviet Union (FSU)), outward processing imports 
from long standing and larger suppliers such as Turkey, Eastern European countries and 
North African countries, which benefit from relative trade preferences, and more distant 
suppliers in Asia – which fall into unrestricted (e.g. Bangladesh,) and restricted (East and 
South East Asia, India) groups. Moreover, there is unevenness in the extent to which EU MS 
rely on different value chains across the main product groups, with a strong link between 
France and North Africa, Germany and CEEC countries and the UK market with Asian 
countries especially in knitted goods.  
 
These marked, though changing, pattern of geographical links between individual EU MS and 
supplier countries, reflect longstanding OPT arrangements and more diffuse historical and 
cultural links. There are variations among suppliers in the degree of concentration on specific 
national markets, with Asian countries being the most widely distributed across EU 
destination markets and East European/ CIS/Baltic countries the least but overall there is a 
tendency towards greater concentration of suppliers on a smaller number of markets. The 
rapid growth of a large number of small suppliers it might be hypothesised, could be linked to 
(a) the rapid growth of the smaller EU markets, looking for new suppliers, or (b) to rapid 
increases in market demand in particular product categories.  
  
The product analysis produced less clear results in terms of clarifying a relationship between 
particular types of value chain and particular categories of product. No particular set of 
products seems to be dominant in explaining the performance of the large suppliers, although 
a rapid growth in smaller sub-sectors (bras, ties, accessories) was apparent. Another pattern 
appears to be the movement of some of the larger suppliers into higher value added sectors, 
such as men’s suits, women’s overcoats and gloves.  
 
Having analysed how trade patterns are evolving between the EU and non-EU exporters, the 
next section presents the trade policy reform processes that are influencing, or are likely to 
influence these trade patterns.  
                                                  
28 With the new provisions under the US Trade and Development Act, as well as the Free Trade Agreement of the 
Americas, this may change, increasing the share of South America as well as imports from some African countries.    26
3. Trade policy reform in the EU garments sector  
 
3.1  Changes to trade preferences in EU T&C trade 
 
The most significant trade initiative of the 1990s affecting the relative position of EU trade 
partners is the liberalisation of T&C trade induced by the Agreement on Textiles and Clothing 
(the ATC), framed by WTO liberalisation commitments. Prior to the ATC, developing country 
suppliers were constrained by quotas in the volumes of T&C goods they were allowed to 
export to the developed markets.
29 The ATC is not specific to the EU but is implemented at 
EU level (as well as by other quota restricting countries e.g. the US, Canada). The second 
most important change relates to the process of accession of China to the WTO although the 
liberalisation of Chinese T&C imports is set on a longer time horizon. The outcome of 
changes to relative preferences due to ATC implementation are also affected by other trade 
deals that have been set up by the EU, i.e.:
30 
 
•  A proliferation of preferential trade arrangements (PTAs), through a set of bilateral deals 
concluded with Eastern European Countries, some Mediterranean countries and with 
Turkey
31 or by deepening cooperation arrangements and agreements (A further set of 
special provisions has emerged with Mediterranean trade partners and the Free Trade 
Area (FTA) concluded with South Africa (SA) and currently set out for Mexico.)  
 
•  The phasing out of non-reciprocal trade deals framed by the Lomé Convention to African 
Caribbean and Pacific (ACP) States under the Cotonou Agreement
32 and proposed 
changes in the EU Generalised System of Preferences (GSP) scheme, which relates to 
Least Developed Countries (LLDCs), currently under discussion as the ‘Everything but 
Arms’ (EBA) proposal. 
 
3.2   EU implementation of the Agreement on Textiles and Clothing  
 
Background to the ATC 
The ATC currently governs the world wide trade regime of T&C goods. The agreement, put in 
place in January 1995 at the conclusion of the UR, aims to progressively introduce T&C trade 
into the normal working of the GATT
33/WTO. The ATC process, which should be completed in 
2005, is a temporary framework for T&C trade liberalisation. In accordance with the general 
WTO prohibition on quantitative restrictions (QRs),
34 in 2005, the MFA will cease to govern 
                                                  
29 Although there were provisions for quota growth over time, the expansion of quotas was far from systematic and 
was guided by the interests of the importers. Moreover, quotas spread over time to encompass an increasing range 
of T&C categories. 
30 Additional changes (such as the harmonisation of rules of origin) in the framework of the WTO might further impact 
on the trade pattern.  
31 12 countries have applied for EU membership (the CEECs, Slovenia, Estonia, Latvia, Lithuania, Cyprus and 
Malta). Poland, Hungary the Czech Rep., Slovenia, Estonia and Cyprus are in the first wave by being the first 
applicants. Accession partnership is conducted on a case-by-case basis.  
32 From September 2002, the EU will negotiate Regional Economic Partnership Agreements (REPAs) with groups of 
ACP countries, which will come into force in 2008. 
33 General Agreement on Tariffs and Trade. 
34 Quotas, export restraints (when exporters agree to restrict their supplies) and non-automatic licensing (when an 
import license is required is not automatically granted) form part of QRs.   27
T&C trade after 31 years. 
 
There are three main dimensions of the ATC:  
 
1.  Integration of imports subject to quotas under WTO rules (i.e. an end to the use of 
quantitative restrictions and of special Safeguard provision under ATC). At least some 
products from each of the T&C categories (tops, yarns, fabrics, made-up textiles and 
clothing) have to be re-integrated in each phase, but the choice of products is determined 
by the restricting countries. For the EU MS, the process of decision-making on integration 
is carried out at the EU level. 
 
2.  Accelerated growth rate of quota during the transition period. For small suppliers, the 
least developed countries, and wool producing countries a higher rate of quota growth is 
permitted than that specified below and there is greater flexibililty in transfer of quotas 
across categories.  
 
3.  Controls on the introduction of new quotas – which have to be notified to the WTO 
Textiles Monitoring Board (TMB).  
 
Table 13: Percentage of imports to be integrated and quota growth rates specified 








Minimum % of quota restricted products 
to be integrated            (by volume over 
1990 imports) 
 
Annual quota growth 
rates – %              (year 
on year growth) 
 
1  1 Jan 1995  16  16 
2  1 Jan 1998  17  25 
3  1 Jan 2002  18  27 
4  31 Dec 1994  49 (remainder)  (quota phased out) 
Source: EC, 2000 
 
Table 13 above specifies the percent of import volumes to be integrated in the four phases of 
implementation of the ATC, as well as the quota growth rates in the different phases. 
According to the ATC programme, volumes of imports subject to quotas should increase by 
64 percent in the EU over the 1994 - 2005 period. Moreover, these are specified as minimum 
commitments. 
 
However, since 1995, a number of weaknesses have emerged in the EU’s ATC 
implementation process, which reveal ongoing resistance to the liberalisation process, and 
highlight the possibility that a final resistance to liberalisation could emerge in 2005. These 
include:   28
•  Adherence to minimum requirements, but going no further. 
 Importers are free to liberalise beyond the threshold and some (i.e. Norway) have followed 
this route, while the EU has stuck to a minimalist position. 
35 
 
•  Selecting products for integration, which are not subject to EU MFA quotas. 
SELA (1999:3) relates the fact that the ATC “covers all products which were subject to MFA 
or MFA-type quotas in at least one importing country.” Thus, “the product coverage includes 
products not necessarily subject to quotas in a particular Member.” (Emphasis added). In 
1995, none of the products notified for integration (10 categories) were subject to EU MFA 
quotas in 1994. Moreover, the EU re-integration was noted at the time to have been carried 
out by integrating only parts of HS - 6 -digit code - “ex-items” - listed in the Annex of the ATC 




•  Domestic sensitivity requirements have dominated the choice of products to be 
integrated and the rate of growth of quotas for specific categories/ countries 
Because the ATC does not specify a target amount for each product group, selection can be 
weighted towards lower value products, and growth rates can be specified for broad 
categories but these may not apply to sensitive products/countries.
37 The selection of 
products for integration, in the first three phases, did not include any products categorised as 
‘highly sensitive.’ where there is a significant threat of competition for European producers.
38  
 
•  Lower value added products have tended to be selected for integration. 
In stage I, the goods re-integrated accounted for 8.7 percent of the 1990-import value of T&C 
goods listed in the ATC Annex, but less than 2.3 percent of the value of T&C imports more 
broadly defined. Since volumes and not values form the basis for the integration, low value 
goods were selected, typically excluding clothing and made-up textiles.  
 
•  Selecting products for integration where the number of quotas is small, or where 
quota utilisation rates are low or declining.  
This was the case for example in 1995 with the choice of woven ski suits (declining) and ties 
(low) (Baughman et al.,1997)  
 
                                                  
35  Whilst the possibility to enforce selective transitional safeguard against surges of imports in previously unrestricted 
T&C goods were allowed under approval and supervision of the TMB, 9 countries have relinquished the right to use 
this mechanism. (SELA, 1999: 6-7) 
36 In World Trade G/TMB/N/3030 document (23/09/97), the EU defends itself on this point. The European 
representative notes “the examination of these matters [of the ATC process] by the TMB indicated that many of the 
problems faced by the Community has also been faced by other Members (lack of statistics going beyond the 6-digit 
level, etc.) …”.  
37 The importers have typically argued that the growth on growth principle would trigger an accelerator effect so that 
T&C trade is being rapidly liberalised. The exporters stress in contrast that initial MFA growth rates are typically 
small, below the 6 percent expansion normally referred to. Evidence substantiates the second view; quotas are 
expanding slowly, translating into a back-loading of the volumes to be integrated.   
38 Here, a question also arises as to whether leaving the integration of the bulk of the most sensitive products until the 
final stages in fact poses greater problems of adjustment for the European industry than a more gradual approach. 
(OETH, 2000a).   29
Table 14 (Appendix 11) gives a synthesis of which quotas have been eliminated on clothing 
products in stages I-III of ATC implementation (with stage III to come into force in January 
2002). Quotas have been eliminated on 21 out of 42 MFA categories for clothing.  
 
The overall figures suggest that, in value, 22 percent of EU T&C trade has already been re-
integrated – translating into about 3 percent to 4 percent of trade annually re-integrated. 
However, according to UNCTAD (1995) the goods re-integrated accounted for less than 8 
percent of the value of developing countries’ T&C exports to the EU. This problem is re-
iterated in SELA (1999) and by the TMB itself.
39 As liberalisation progresses, however, the 
scope becomes more limited for including only categories, which will have no or little impact 
(as described above) The most recent list for stage III integration includes: 
 
•  An increased number of products rated as sensitive 
•  Products with a higher number of quotas in force 
•  Products with larger volume and/or value of imports into the EU.  
 
Nevertheless, it represents a minimalist and conservative position, compared to what might 
have been offered.  
 
The following section presents in more detail the current EU position on T&C trade policy and 
attempts a tentative analysis of the policy processes involved, highlighting the attempts of 
different actors to influence the process of decision making.  
 
3.3   Stage III of ATC integration: A case study of the policy process  
 
The EU position at Stage III 
Stage III of ATC integration of a further 18 percent of quota restricted products is due to take 
place with effect from 1 January 2002. Quota imposing countries were due to notify the WTO 
Textiles Monitoring Board (TMB) on 31 December 2000 of products to be integrated by this 
date. The EU position was made public in July 2000 on the DG Trade website and was 
notified by the agreed deadline (EC, 2000.) 
 
The Annex to the memorandum contains the list of products to be integrated, which number 
63 in total, of which 9 (14 percent) are clothing products. As this includes non-quota products 
and products under quota with non-WTO countries (e.g. China, Taiwan), the actual number of 
quotas eliminated for WTO members is 37 (both textiles and clothing). In total, the products 
listed amount to a fraction above the required 18 percent.  
 
Other key features of the current EU position are:  
 
                                                  
39 TMB (1998:Point 10) reports a worse pattern; “… the proportion of the integrated trade in respect of products that 
were under restraint was in the range of only 0-3 per cent of 1990 imports of products covered by the ATC.” After the 
first and second phases, “96 per cent of restricted trade” remains to be integrated. Yet, the Community argues that 
only 1/10 of EU quotas have been used at rates higher than 95 percent (but this still leaves some pressure on 
volumes for the categories in which quotas have been intensively used).    30
•  A strong argument, drawing on Article VII of the ATC
40, that many of the EU’s trade 
partners have not opened their markets to EU exports in T&C and that this is a major 
constraint on the (competitive) EU industry;
41 
•  Specific mention of Turkey as an interested party and, secondarily of other EU candidate 
countries and the Mediterranean rim countries;
42 
•  A strong message that bilateral discussions on remaining quotas will be used for the 
purposes of negotiating market access for EU products in ‘third country’ markets (see 
below). 
 
In Stage III of ATC implementation, the market access issue has been made a central plank 
of ongoing discussions of quota restrictions.
43 As well as notifying the list of products to be 
integrated in stage III, the EC Memorandum makes clear that any further reduction of quotas 
in advance of 2005 will be done on the basis of bargaining bilaterally to increase EU T&C 
market access to ‘third countries’. Simultaneous with the list of products, the memorandum 
also communicates a new negotiating mandate for bilateral negotiations whereby: 
 
‘concessions can be offered by the community on a bilateral basis in respect of 
liberalisation of import restrictions for textile and clothing products going beyond its WTO 
obligations will be determined in the light of concrete and tangible improvements in the 
current market access situation for textile and clothing exports from the Community in the 
third countries (sic) concerned.’ (EC, 2000: 6.) 
 
As at December/ January 2000/1, a deal had been agreed with Sri Lanka and other possible 
deals were being mooted with the Philippines, Pakistan, Thailand, Indonesia, amongst 
others.
44 Although the EU has a negotiating mandate for these deals, it still has to get 
agreement of member states and their constituencies to specific bilateral deals. Manufacturer 
opposition is more likely to arise to negotiations with countries (such as Indonesia), which are 
larger and more constrained exporters and where there is more potential for direct 
competition. Also, for ‘third’ countries, the net benefits are not clear. Restrained countries 




                                                  
40 Article VII of the ATC, inserted at the insistence of the EU during the GATT negotiations, asserts the general 
principle of tariff reduction by exporting countries in line with WTO commitments, in parallel with that of removal of 
quota restrictions. Developing country exporters in the main reject this principle. (Richard Hughes, WTO Counsellor, 
interview, 12 December 2000). 
41 Lengthy reference is made here to a study published on 12 July 2000 which substantiates this claim, by comparing 
export penetration of EU products in third countries with higher and lower tariffs.  
42 Turkey is now heard much more in policy circles, and has observer status in Euratex, Eurocoton. (Werner Stengg, 
DG Enterprise, Commission, Interview 13 December 2000). 
43 A more aggressive market access approach emerged in 1996 at the Singapore meeting and is consistently 
reported at various WTO meetings and responses that whilst EU commitments are being met, those of its partners 
are not. See for instance CEEI (1999) and the documents on the TMB web-site.  
44  Interviews: Richard Hughes, WTO, Geneva, Bob Box, DTI, UK, Emma Ormond, PWC UK (December-January 
2000-1). 
45 DFID (UK) expressed the view that such bilateral negotiations violate the multilateral framework approach and pit 
weaker developing countries against the powerful EU negotiating machine. (Interview with Simon Stevens, 
International Economic Policy Department, DFID, January 26 2001.)   31
Stage IV of ATC implementation relates to integration of the remaining restricted products, so 
the process detailed consultation on products for integration is now officially over for the EU. 
Table 15 (Appendix 13) lists the ‘highly sensitive’ products remaining to be integrated, along 
with likely gainers and losers for each.  
 
Drawing primarily on interviews with policy officials and other key informants, the following 
discussion illustrates how the position outlined above, was shaped by different actors at EU 
and UK levels.  
 
Consultation and lobbying processes at EU level.  
Historically industry interests particularly in textiles have exercised considerable influence 
over the T&C trade policy agenda, as demonstrated by the ability to resist liberalisation thus 
far and to ensure that minimal concessions are made in the successive stages of dismantling 
of the MFA, up to the current Phase III. With respect to T&C trade policy, there is a marked 
split within the EU between the liberalising, northern trading countries (Denmark, Finland, 
Sweden, Netherlands and to some extent the UK and Germany) which tend to favour more 
open trade and the southern European countries (especially Spain, Portugal, Italy, Greece) 
which retain a significant and vocal manufacturing base in the T&C industry and have lower 
levels of import penetration. France, Belgium and Austria tend to occupy intermediate 
positions. The entry of Scandinavian countries into the EU in 1995 has shifted the balance of 
interests within the EU somewhat in a liberalising direction. However, the prospect of EU 
enlargement brings the likelihood that producer interests (e.g. in Eastern Europe, Turkey) 
may again gain a stronger voice. Although this cannot directly impact on ATC implementation, 
it does mean that EU policy makers are more aware of the implications of decisions for 
accession countries.  
 
Decisions over trade policy at EU level are taken by the Council Of Ministers of the member 
states, under the qualified majority voting (QMV) system. This system effectively means that a 
minority of countries can block positive proposals from the Commission. Detailed discussions 
of T&C trade policy issues take place with Committee 133 (referring to the relevant Article of 
the Treaty of Rome), which puts forward recommendations to the Council. In the Commission, 
both Trade and Enterprise Directorate Generals (DGs) are involved in negotiations, the 




Both formal and informal consultation mechanisms exist whereby interest groups represent 
their positions at different levels of the EU on T&C trade policy. Lobbying occurs at the level 
of the Council, the European parliament and permanent representatives to the Commission in 
embassies. For the ATC stage III, these included invitations for written submissions, and a 
Round Table (held on 14 July 2000), convened by Commissioner Lamy (EC, 2000: 3.) 
However, there are no formal mechanisms that bring together the diverse industry, trade and 
consumer interests on textiles trade policy for joint consultations.  
 
                                                  
46 Interview, Werner Stengg, DG Enterprise, 13 December 2000.   32
Figure 12 provides a schematic illustration of key actors involved in decision making and 
lobbying on the development of the EU positions on Stage III of the ATC, showing both EU 
level and UK processes.
47 The inclusion in the diagram of the UK process is illustrative of how 
the wider set of 15 MS engages in formulating EU policy. However, the process is likely to 
vary considerably according to the national context.  
 
On the left hand side are retailer, importer and consumer interests, on the right, producer 
interests. Circles indicate producer groups, trade and other associations, rectangular shapes 
governmental and intergovernmental structures.
48 Solid lines indicate formal lines of affiliation 
and authority, dashed lines indicate lobbying relations and dotted ones, ad hoc consultation. 
The arrows indicate where policy decisions at different levels are fed up, or the direction of 
lobbying or consultation.  
 
The retailer, consumer and importer groups, located on the left hand side of the diagram, 
include Eurocommerce, an association of European retailers (including but not exclusively 
clothing retailers).
49 The Foreign Trade Association (FTAss), also an association of retailers 
and wholesalers (including many clothing interests), is a member of Eurocommerce, with a 
specific focus on issues of trade policy.
50 The FTAss leaflet lists some 70 member firms, 
‘partly national trade associations’ and ‘partly individual firms’. Large French, Dutch and 
German companies (Auchan,  Carrefour, C&A, Otto Versand, Karstadt, Peek and 
Cloppenburg) are prominent. It is the larger firms in FTAss, with interests along the whole 
value chain, which tend to take a more active role in defining positions.
51  
 
Another group taking an active interest in trade issues is the European Consumer’s 
Organisation, BEUC (Bureau Européen des Unions de Consommateurs) in Brussels. BEUC 
brings together 27 independent European consumer organisations
52 and works in alliance 
with other consumer groups and non-government organisations (NGOs) to influence 
European and international policies. WTO reform is one of three key stated priorities of 
BEUC. BEUC meets regularly with DG-Trade officials in NGO Forums and also lobbies the 
Commission, Council and Parliament directly.
53  
                                                  
47 This is based on interviews with trade policy officials, representative of producer, trade and consumer associations 
and industry specialists, in Brussels and London. Since it was not possible to interview all relevant actors, the figure 
simplifies somewhat the processes and relationships involved. Actual mechanisms for lobbying and consultation with 
specific departments were not always clear; moreover, it is difficult to evaluate the competing claims of different 
actors to have influenced the process, particularly where the credibility of trade/ producer associations for their 
membership rests on their effectiveness in lobbying.  
48 The relative size of boxes is a subjective indication of the perceived size and influence of organisations but not 
significant in a quantitative sense. However, it is difficult, a priori to attach weight to the influence of any particular 
organisational actor and the fact that an organisation or interest group is particularly vocal does not necessarily imply 
that it will have much impact.  
49  Eurocommerce develops positions on the whole range of economic, social and political issues relating to retailing, 
including monetary policy, size harmonization, taxation issues, fraud etc. It comprises a number of working groups including 
a specific working group on textiles.  
43 FTAss is leading on Anti dumping issues, while Eurocommerce focuses on fiscal and ,monetary policy. (Interview, 
Filippo Giuffrida, Brussels, 14 December 2000.) 
51  Interview, Filippo Giuffridda, Brussels.  
52 These include 15 member states as well as: Switzerland, Norway, Iceland, Hungary, Slovenia and Poland. (BEUC 
Annual report, 1999: 42-3. BEUC information leaflet) 
53  Interview Dominic Forrest, Economic Adviser, BEUC, December 2000.    33
The industry side, on the right, is represented by Euratex, a federation of national textile and 
clothing producer associations including members from accession countries in Eastern 
Europe as well as Turkey.  
 
Appendix 12 summarises the constituencies, approaches, and proposals of three groups of 
actors (consumers, producers, retailers) in relation to Stage III of ATC integration.
54 
 
From the retailer perspective, the FTAss took a proactive role in lobbying the EU on the ATC 
product list and related issues. The initial proposal that FTAss put to the commission 
suggested accelerated quota removal (25 percent) and a list of 10 priority products for 
integration, including shirts and children’s clothing, as well as other ‘highly sensitive’ 
categories.
55 The perception in the Commission, however, was that this constituted a ‘wish 
list’ rather than a realistic proposition that would be acceptable to the more resistant Member 
States (i.e. the southern European producing countries). FTAss perhaps failed to consider 
that manufacturing groups would not accept integration of specific ‘highly sensitive’ 
products,
56 detracting from the realism of their position. It also perhaps lacked a transparent 
consultative process and decision making structure, with ‘vocal’ (i.e. larger) members tending 
to take the lead. 
 
Representing consumer interests, BEUC lobbied in a general sense for a more liberalising 
position, rather than pressing for a specific proposal. In this sense, it was broadly aligned with 
retailer and importer interests. Although perhaps lacking in direct influence, the increasing 
profile of such organisations in trade policy debates is indicative of a wider accountability of 
EU policy, which may be positive for developing country interests where these coincide with 
interests of consumers.  
 
                                                  
54  Although union interests are not explored specifically here, at European level T&C unions are promoting the 
proactive negotiation of further quota reduction, conditional on countries’ meeting labour and social standards (Neil 
Kearney, General Secretary of the International Textiles, Garments and Leather Workers Federation ( ITGLWF), 
interview, 29
th January 2001.) 
55 It has not been possible to obtain from FTAss a copy of their proposal to the Commissioner. A copy of a letter sent 
to Commissioner Lamy however indicates that a proposal was submitted to Commissioner Lamy in October 1999 
and moreover that a further letter was sent in August 2000, expressing disappointment at the official list and urging 
the inclusion of one or two additional clothing categories. (FTAss, 21 August 2000, ‘EU Commission’s proposal 
concerning the 3
rd phase of the ATC’.) 
56 In view of one industry specialist, the inclusion of categories 5 and 7 (knitwear and women’s/girls’ blouses) 
‘devalued the overall proposal’ as these were not realistic in terms of producer concerns.   34
 
Figure 12: Schematic illustration of UK  
and EU interest groups/decision  






































































On the manufacturer side, Euratex underwent an extensive consultation process with its 
constituent national associations prior to ATC stage III. It established criteria for decisions on 
which products to include in their proposed list, with a strong element of ‘burden sharing’ 
among manufacturer groups in different MS, and arrived at an agreed list which, unlike 
previous phases, did include a number of ‘sensitive’ clothing products (e.g. anoraks, 
nightwear, baby garments). This was perceived by the Commission as lending a high degree 
of legitimacy to the Euratex proposal. The fact that member associations in particular 
countries also agreed– formally at least – to be bound by this position further strengthened 
the case by creating a unified voice at EU and national levels. This circumvented the difficult 
task for the Commission of reconciling different national interests. In the event, the product list 
put forward by the Commission was more or less identical to that of Euratex.  
 
A strong focus on ‘third country’ market access formed a key element of the Euratex strategy. 
This represents a critical shift from a protectionist discourse to a liberalising one, particularly 
targeting larger developing countries perceived to have a significant middle class market (e.g. 
India, China, Brazil). A study of the impact of high tariff rates in developing countries on the 
T&C trade balance with the EU, tracing EU export levels alongside applied tariff rates and 
comparing the degree of penetration of EU imports in relatively more liberalised markets with 
those in more protected ones, which, proved highly influential in shaping the EU’s 
memorandum (see above).
57   
 
Euratex’ success, however, also depended on long-standing existing ties with both the 
Commission and national level policy making structures, as well as the existence of a ‘pro-
producer’ bias in EU policy. This pattern repeated itself at the UK level, but with a different 
dynamic. 
 
UK policy discussions and consultation processes 
With regard to stage III integration, UK Department of Trade and Industry’s (DTI) Trade Policy 
directorate came up with an initial UK proposal within parameters set by Commissioner Lamy. 
This was then debated among various interests in DTI and other ministries. These included 
DFID, the Scottish Office, the Foreign Office and the Treasury, via the Economic Policy 
Overseas Committee (EPOC)
  under the chairmanship of Robin Cook (then UK Foreign 
Secretary). In the event, in the UK it proved difficult to arrive at a consensus on Stage III and 
there was considerable disappointment (in DTI, DFID, and among retailer/industry groups) 
about the minimalist position taken.  
 
DFID, whose main concern was to assess the potential impact of reforms for developing 
countries, commissioned research from the OETH (L'Observatoire Européen du Textile et de 
l'Habillement) in Brussels to ascertain what pattern of liberalisation would benefit developing 
countries most, with least negative impacts for developed country producers and consumers. 
                                                  
57 This perhaps in part reflects the lack of broader impact analysis carried out by the Commission itself, and other 
interest groups, lending excessive credibility to one piece of research.    36
This was used as a reference in discussions.
58 The Scottish Office had a particular concern 
with cashmere producers who also made direct representations to DTI.
59  
 
At UK level, there is no specific consultation mechanism covering the diverse range of T&C 
trade interest groups.
60 In order to gather opinions to inform their Stage III proposal, DTI sent 
out letters and invited ‘anyone they could think of’ (industry and retailer and consumer groups) 
to make inputs. DTI received limited response and were particularly disappointed by the 
failure of major retailers to respond. This was attributed to the fact that retailers have 
‘contracted out’ of importing.
61  
 
Given this vacuum, FTAss took the lead in lobbying the UK DTI on behalf of the British Retail 
Consortium (BRC), which is a member of the group but has limited capacity to develop 
positions on trade policy.
62 The British Importers’ Association and the UK National Consumer 
Council (NCC) (UK member of BEUC) also put forward liberalising positions.
63  
 
On the manufacturer side, the British Apparel and Textiles Confederation (BATC – the UK 
national association affiliated to Euratex) also met with DTI, as well as Trade Minister Richard 
Cabourne, and put forward the common Euratex position (see above). DTI has a close 
working relationship with BATC, at both formal and informal levels, indicating, as with the EU, 
a predisposition towards producer interests.  
 
In the absence of more formal consultative arrangements, and dissatisfied with the weak BRC 
response, some of the more vocal members initiated an informal grouping, with Price 
Waterhouse Coopers playing a leading role.
64 Unusually, this group contained manufacturer 
as well as retailer interests.
65 It developed a detailed set of proposals, more liberal than that of 
Euratex/BATC, but less ambitious than those put forward by FTAss./BRC. The set of 
principles used to prioritise products included: high existing degree of import penetration and 
non-quota sourcing (so that liberalisation would have limited impact), products where 
constraints would be eased on manufacturers and retailers, or where social benefits might be 
                                                  
58 OETH (2000a) argued for a different approach, including selecting products which would be beneficial for a larger 
number of developing countries, while minimising impact on others, and adopting a more than minimalist approach in 
stage III. 
59  Simon Stevens, DFID, interview, 26 Jan 2001 
60  Meetings at DTI are minuted.  
61  Another issue specific to the UK may be the lack of associational activity in general – compared to continental 
Europe – the proliferation of small interest groups and general lack of resources for associations. (Emma Ormond, 
interview, 29 January 2001.) 
62  Formerly, BRC had an international trade committee, but this has lapsed, in part due to changes in personnel, but 
perhaps also due to the lack of priority given to this issue by retailers.  
63  In the former case, for 30 percent integration, in the latter, for accelerated quota removal. Bob Box, DTI, interview, 
26 Jan 2001. 
64  Emma Ormond, Accounts Manager for PWC Global, who had previously worked directly for BRC and been active 
in their International Trade Committee was proactive in setting this up.  
65  This group included Arcadia group, Bay Trading company, Courtaulds clothing , Coats Viyella, Cohen and Wilks 
International Ltd, Desmond and Sons Limited. Dewhirst Group, John Lewis plc, Martin Emprex International, Matalan 
Ltd, Next plc, New Look Retailers, Peter Black Distribution Ltd, Regatta ltd, SR Gent and Stuart Peters ltd.    37
realised to consumers (e.g. babywear), and tactical reasons (particularly with regards to 
China’s WTO accession). 
 
For example, MFA category six (men’s trousers) was included in this proposal, even though 
‘highly sensitive’ and the largest single category in terms of import value, on the basis that 
many manufacturers produce offshore and so would not uniformly oppose liberalisation. 
Manufacturers also argued that liberalisation here would allow them to protect European jobs, 
by giving them greater flexibility in production. Also included was category 4 – knitted T-shirts 
– where import penetration is high and non-quota countries dominate the market. In this case, 
manufacturers may also regard this as an input, to which they can add finishes of various 
kinds. Other categories (e.g. 5 – knitwear) were discussed but dropped, because of the 
recognition of strong UK industry interests and the fact that high and low value products are 
grouped together.   
 
The ability of this group to come to a common position between retailers and manufacturers in 
this case reflects the growing complexity of the clothing chain, the strategic use of offshore 
production for low value and labour intensive segments, and the need to balance EU and 
offshore sourcing to manage seasonal production demands. For dresses, for example, the 
position stated that ‘liberalisation would be useful as sometimes the only practical outlet for 
specialist hand-working, such as embroidery, beading and sequinning was in countries still 
subject to quota (such as China and India).’ 
66 
 
In spite of their efforts to develop a convergence of interests, this group failed to make 
headway in getting DTI to adopt its position, largely due to political sensitivities in government 
at the time. UK Ministers and even the Prime Minister did not wish to appear to be proactive 
in pushing a liberalising stance on T&C trade policy, because of a perceived high level of 
public sensitivity to any decisions with possibly adverse employment consequences.
67 
Importantly, however, these decisions were not based on systematic analysis of likely impacts 




Ultimately, then, DTI adopted a conversative position of supporting the minimum 18 percent 
integration, while at the same time actively backing the strategy of bilateral negotiations 
proposed by the EU. The impact of this on the final EU position is debatable, through some 
suggest that a more radical UK position might have swayed Germany and given weight to the 
liberal Northern camp at EU level. 
 
                                                  
66 PriceWaterhouseCoopers, ‘Proposal for integration at stage 3 of the Agreement on Textiles and clothing,’ n.d., 
page 2.  
67 The UK had recently suffered major job losses in the car industry and the M&S decision in 1999 to redirect 
sourcing away from UK suppliers had already led to retrenchments in the T&C sector. 
68  A number of factors perhaps explain these political imperatives: the Labour party’s strong ties to producer interests 
and constituencies (including via unions); the general weakness of the voice of retailers and consumers, and also a 
policy bias, at UK and also EU levels, towards producers rather than consumers.    38
Changes in the direction of imports into the EU are influenced not just be the ATC process, 
but also by the wider set of emerging trade arrangements as identified in 3.1. 
   39
3.4  Influence of broader trade policy changes  
 
Preferential Trade Areas 
Given relatively high tariff levels on T&C imports (compared to other consumer goods), some 
EU trade partners could succeed in liberalising their T&C trade with the EU more rapidly than 
others, through the establishment of PTAs (preferential trade areas), permitted under 
GATT/WTO. The term ‘preferential’ describes differences of trade barrier levels in favour of 
“regionally integrated” partners. PTAs have complex - and not always beneficial - effects
69 
and are relevant to a middle size set of suppliers, typically geographically close to the 
European markets (the Mediterranean and Eastern European countries). Whilst these 
partners are subject to some continued trade barriers (i.e. surveillance, anti-dumping, 
voluntary export restraints/consultation levels “maintained in the context of preferential trade 
agreements”)
70 they belong to the second layer of the EU trade preference hierarchy. Two 
factors motivate this grouping. First, on the basis of their export performance these were 
historically less restrained than the larger suppliers (facing a comparatively limited number of 
quotas, generally less or non-binding quotas and higher growth rates). In relation to the ATC 
they therefore exhibit a head start. Second, their T&C exports are at an advantage in the 
timing of the liberalisation process. In terms of trade advantages they are in a position similar 
to that of Mexico vis-à-vis the US. Delocalisation has already occurred towards these partners 
and might continue or accelerate in such direction. 
 
The EU approach to PTAs allows for protection to remain in key sectors in which there is 
relatively little trade between the EU and its partners (in other words the approach contains a 
bias in favour of the EU competitive sectors). The latter complicates the analysis in terms of 
whether PTA partners gain relatively in their T&C sectors.  
 
Whilst there seems to be a similar process of T&C liberalisation across the CEEC and MENA 
countries, the timing of this liberalisation process would seem more favourable to the CEECs. 
Also, the deeper nature of the EU-CEEC agreements and the high proportion of Outward 
Processing Trade currently originated in these countries indicate favourable outcomes. 
Further T&C tariff cuts might accelerate OPT sharply in favour of the CEECs.   
 
The EU-SA FTA will only result in T&C liberalisation towards the end of the ATC period, 
offering limited advantages, particularly given the relatively strong position of neighbouring 
countries such as Lesotho and Zimbabwe. Temporary rules of origin (ROO) advantages 
offering lowest duties under ACP might be gained, by incorporating a certain proportion of 
inputs originating from other ACP and neighbouring economies (and the EU). This advantage 
                                                  
69  Theoretical advances increasingly challenge the gains to be reaped from engaging into PTA deals. The WTO 
Committee on Regional Agreements is involved with assessing the impact of PTA on non-partners. It currently has a 
heavy backlog of work and has not been able to approve all the deals carried out.  
70  Community safeguard measures for bilateral or plurilateral deals can be triggered by more general conditions that 
those of the WTO. The safeguard clause which applies to Mediterranean countries rests on threats of market 
disruption, the implementation of provisional measures and the absence of investigations. (Brakeland and Turner, 
1997.)   40
could boost SA textile production and exports to neighbouring countries or boost SA clothing 
production (see Appendix 15 for a fuller discussion).  
 
ACP/ GSP Reform 
The ACP States and the non-ACP least developed countries (LLDCs), under GSP had, prior 
to 1994, a marked trade advantage over other trade partners, in terms of their access to the 
Community markets.
71 It has been generally noted that the former group had more 
pronounced trade advantages, however, in two respects, in the share of exports not subject to 
duty, and in the capacity to obtain origin for their exports.  
 
The ACP advantages are twofold. First, ACP exporters have benefited from tariff differentials 
over their competitors (including over GSP-beneficiary exporters).
72 Second, they have 
benefited from an exemption from non-tariff barriers in some sectors including T&C. These 
might have translated into the ACP gaining competitive advantages over GSP as well as 
other trade partners. However, doubt as to the real impact of this advantage arises due to the 
comparatively poor export performance of the ACP countries. (Shares of EU imports from the 
ACP have typically been small, only about 20 percent of ACP exports are manufactured 
goods and exports have grown slowly.)  
 
The trade advantages offered under GSP take the form of tariffs set at below the MFN rate 
(between 85 percent of the MFN tariff - typically – up to zero tariff). GSP mark-ups depend on 
the product, reflecting the sensitivity of imports. An 85 percent MFN tariff applies to T&C 
goods, which fall in the ‘sensitive’ category.  
 
Revisions to the ACP have been brought about following challenges, in the context of WTO 
principles, to the legality of the non-reciprocal nature of the ACP trade deals.
73 The Cotonou 
Agreement replaced the Lomé IV Convention at the end of February 2000, largely to prepare 
the ACP States for a process of multilateral re-integration with a new WTO waiver obtained 
until 2005. In the area of trade policy, the Cotonou Agreement refers to a program of 
complete liberalisation between the EU and the ACP States. PTA deals will be agreed upon in 
2008 with a particular emphasis on ACP States joining already existing PTA (e.g. SADC, 
CARICOM etc.)with implementation phased over long horizon to 2015.  
 
Non-LLDC ACP States will lose out from the reform of ACP. Kennan and Stevens (1998) 
using 1995 data find that all will lose market access. The authors obtain the figure that the 
total revenue transfer from the ACP to the EU is equivalent to 40 percent of 1994 European 
Development Fund (EDF) aid disbursements. Somewhat similarly, EU and ACP Experts 
(1999) finds that the GSP integration plan will have an adverse effect on all but nine of the 
                                                  
71 According to the UN classification there are 48 LLDCs. There are 32 non-LLDCs ACP (including South Africa) and 
39 ACP LLDCs. The EU will revise the list of LLDCs in 2005. 
72 The average margin of preference of Lomé over GSP beneficiaries is of the order of 1.7 - 2 percentage points 
depending on the group of ACP considered. The margin is small primarily because a large portion of both ACP and 
GSP exports enters the EU with zero MFN (most favoured nation) duty (54 percent of their exports to the EU).  
73 Discrimination in favour of the developing countries is allowed under the GATT/WTO “Enabling Clause” but 
stresses that a pattern of positive discrimination has to be uniformly applied. The ACP scheme conflicts with this 
principle but was maintained through a temporary waiver from GATT Article I.    41
non-LLDC ACP countries. Unaffected countries in effect face a similar margin of preferences 
in the two regimes and have not in any case exploited their ACP advantages. Three ACP 
countries have a relatively more important stake in the change of regime, Mauritius,
74 
Madagascar and Jamaica. Kennan and Stevens (1998) identify six T&C sub-sectors for which 
Lomé provisions are of importance in terms of EU market access. One sector in particular 
stands out as “valuable” to ACP exporters as a whole, “T-Shirts, singlets, etc. of cotton knitted 
or crocheted” / CN_1995 6109100. They further identify the direction of competition for a 
series of sub-sectors. Three groups of competing exporters can be recognised; one Asian 
group (Hong Kong, China and Macao), one Mediterranean group (Turkey and Tunisia) and 
one Eastern European country (Croatia). Only the Mediterranean group is identified as 




3.5 Other trade policy instruments  
 
As quotas lose their effectiveness (due to expansion/integration) and legitimacy, other 
instruments of trade protection may come to the fore, including Anti Dumping (AD) provisions, 
safeguard clauses and, possibly, social and environmental ‘barriers’.  This section explores 
the likelihood of use of these wider instruments of protection, examining developments to date 
and the feasibility for EU actors of invoking these barriers.  
 
Anti-dumping measures and Safeguard clauses 
Room for ongoing use of protectionist measures lies in anti-dumping (AD) investigations and 
cases (under national control) or in the implementation of special transitional safeguards. The 
latter, under the ‘scrutiny’ of the TMB, can be triggered in the case of a damaging surge of 
imports but requires the applicant to “show” that damage is caused by imports or that there is 
an actual threat of import and to identify the origin of the threat/damage. A process of 
consultations is first sought but if QRs result they 1) cannot be in place for more than 3 years, 
2) they cannot be set at a level below that of imports in the last 12 months, and 3) that after 
one year the quota has to grow by 6 percent.  
 
AD is triggered when imports occur at an ‘unfairly’ low price (i.e. below that in home market). 
The penalties (duties or voluntary commitments by external suppliers to increase prices) 
constrain exports bilaterally and thus share some MFA characteristics. The number of AD 
cases has generally increased over the 1990s. According to UNCTAD (2000) there were 160 
AD investigations in T&C. In comparison with other sectors, the investigations were 
‘successful’ in securing final measures. Between 1993 and 1999 the EU had AD 70 cases in 
the ‘textiles and allied’ industries, with some fluctuations over the years (see Table 16).  
 
Table 16: AD cases in the EU in textiles and allied industries 
 
Year  1993 1994 1995 1996 1997 1998 1999 
                                                  
74  Mauritius, having sectorally graduated, would confront the full effect of the competition at the ATC completion.  
75  The recent trade agreement with Croatia may have affected this position.   42
No.  of  cases  1 17  4 10  8 9 11 
 
For textiles, the AD cases have been for polyester fibre/yarns/filaments, synthetic 
fibres/ropes, bed linen and (grey) cotton fabrics,
76 whilst in the allied category is footwear, 
handbags, briefcases, luggage etc. No AD cases have arisen in the case of clothing in the 
EU to date. An explanation might lie in the fact that it is the industry or its representative 
association, which advances cases to the Commission. Therefore, where the industry is weak 
(as in clothing relative to textiles) and/or where production occurs in a product category 
distinct from the imported good, the probability of such cases being brought forward is 
reduced. This tempers the risk of recourse to anti dumping actions in clothing as the 2005 
deadline approaches. This may change, however, as quota reduction removes the barriers to 
Asian imports in sensitive categories.  
 
AD measures and procedures contain a bias in favour of industry. The Commission’s decision 
to open an investigation is made following consultations with the Anti-dumping Advisory 
Committee where national industry representatives are present. Whilst the Commission 
investigation should allow for those adversely affected (users/consumers/retailers) to express 
their views, little consideration has been given to this in practice. Since the Council operates 
on the basis of national interests, these voices tend to prevail.
77 Whilst majority voting in the 
Council is necessary for the measures to become definitive,
78 nothing prevents slightly 
modified cases from being successively forwarded to the Commission (‘chain complaints’ as 
happened with the unbleached cotton fabrics case sponsored by Eurocoton).  
 
To date, the EU has not made any requests for the application of transitional safeguards 
under the ATC. This position sharply contrasts with that of the US, an extensive applicant 
(transitional safeguards were triggered as soon as the ATC was in place and was responsible 
for 28 out of the 34 cases) (UNCTAD, 2000; See Reinert, 2000, for a detailed discussion.) 
Potentially, the prevailing level of restriction and/or the use of AD by the EU have constrained 
the need to apply for these. Alternatively, the EU has taken a ‘political’ stand so as to enable 
its ‘preferred’ trade partners to export to its markets.  
 
Social and environmental ‘barriers’ 
Barriers to trade based on social and environmental concerns may be introduced at EU level, 
or through firm or industry level labelling schemes or voluntary regulation. Retailer use of 
such initiatives is discussed more fully in section 4.  
 
At the EU level, extensive use of environmental criteria for regulating imports is constrained 
by the fact that a common position has to be established across MS for environmental 
standards to be adopted. Given the diversity of the MS positions and of their capacity and 
willingness to internalise environmental costs, there has been a general resistance to embark 
                                                  
76  See Appendix 14.  
77  It is much easier on a national basis to make a specific case for anti-dumping. (Interview with Dominique Forest, 
Economic Adviser, BEUC, 14 December 2000.) 
78  This means that cases can be upheld with the support of 8 MS – leading to major lobbying at national level.    43
on stringent environmental objectives.
79 Harmonisation is therefore generally sought in areas 
where EU-wide changes to production methods are the easiest to implement, explaining why, 
for example, the EU followed the German ban of azo dyes. Even when common objectives 
are defined, MS have a large room of manoeuvre over the choice of instruments (a principle 
in line with economic efficiency and contained in the approach of subsidiarity).  
 
The emphasis has generally been on more flexible voluntary agreements and eco-labelling 
schemes. Although encouraged by the Commission, products with eco-labels represent only 
a tiny fraction of the market (e.g. 1-2 percent in Germany) partly due to the wide price 
differentials between eco-labelled and conventional products (UNCTAD, 1999.)
 80 However, 
some national initiatives illustrate pressures for criteria to be more narrowly specified. 
Denmark has for instance set conditions under which cotton is to be grown and T-Shirts and 
bed linen have been classified according to varying shares of cotton and polyester the goods 
contain. Eco-labelling generally tends to focus on the level of chemical use in dyes and 
fabrics, but the life cycle dimensions of the criteria – and thus the fact that assessments bear 
not only on production, but also on potential use and disposability of the product – points to a 
series of broader issues for clothing exporters. First, there is limited scope for foreign 
exporters to secure the eco-label: only two non-EU companies have requested and been 
granted the Euro eco-label although there are plans to reduce the Eco-label fees for firms 
from LLDCs. Second, the scope of restrictions is expanding: concerns have spread to dry-
cleaning requirements and to waste water treatment and discharges.  
 
WTO principles form a second level of constraint to extensive use of environmental 
measures. While the WTO allows for environmental subsidies (for up to 20 percent of firms’ 
cost to adapt to changes in environmental legislation) as well as eco-labelling, two 
requirements must be met: testing procedures and certification should not constitute 
unnecessary obstacles to trade and there should be no discrimination between locally 
produced and imported goods and across exporters. Whereas there are signs that some of 
the EU trade partners feel a protectionist dimension to the EU eco-labelling scheme, the fact 
that local production also has to meet the criteria set out limits the likelihood of stringent 
requirements.   
 
The EU has exhibited a stronger internal resistance in the area of EU-wide social legislation. 
A note (issued by the EU to Confederation of Indian Industries in November 2000) specifically 
opposes the use of social conditions as sanctions, preferring a positive incentive approach 
and the promotion of ‘debate’ on the relationship between trade and social development, 
including the use of core labour standards. Externally, codes of conduct that are flexible, and 
determined nationally on a voluntary basis are favoured. The International Textiles, Garments 
and Leather Workers Federation (ITGLWF) and its European wing have been lobbying the 
                                                  
79  Moreover, whilst there night be a current bias in the Council in terms of qualified majority voting in favour of the 
more environmentally inclined Nordic MS, Sbragia (2000) argues that there has been a shift of the German position 
in the 1990s away from environmental conditions. 
80  Sbragia (2000) gives the figure of only 12 products with European eco-labels by the end of 1998 though the 
scheme was initiated in 1992. The scheme will be revised in 2004.   44
EU for conditionality on worker’s rights to be attached to negotiations for quota reduction. But 
the Commission and Council are not sympathetic to this approach.
81  
 
The GSP, which offers preferential tariffs to least developed countries, contains social and 
environmental measures (Council Regulation 1154/98 passed in 1998) which provide 
incentives to exporters to comply with a narrow set of labour standards (entailing the 
introduction of workers’ rights legislation aimed at the right to organize, to bargain collectively 
and the prohibition of child labour) and environmental standards set by the International 
Tropical Timber Organisation. Countries meeting the criteria enjoy an increase in preferential 
margins of 100 percent for agricultural products and 66 percent for industrial products. 
Graduated products will also be eligible for a reduction in the common customs tariff rate: 25 
percent for industrial products and 15 percent for agricultural products. GSP benefits can be 
withdrawn if forced or prison labour is used. Moreover, whilst the Commission is in charge of 
verifying the claims to meet these standards, it is up to the GSP-beneficiary to apply.
82  
 
3.6 Changes to the hierarchy of trade preferences  
 
The existing hierarchy of preferences.  
Currently there are three main layers to the European hierarchy of trade preferences in T&C 
(see Figure 13). The bottom layer is made up of China and other quota restricted partners 
whose exports are affected by the nature of the ATC liberalisation process. Above this are all 
other MFN countries, not quota restricted. In the second main layer are those partners 
seeking a closer pattern of integration with the EU. This is a complex layer, arrangements 
ranging from a Customs Union (CU) (Turkey), (PTAs) (with South Africa, Tunisia and 
Morocco forthcoming and with eventual newcomers to the EU) and less formal “partnership” 
deals. Some T&C trade with these partners was occasionally subject to MFA type of 
restrictions but a faster timetable of liberalisation has applied, giving them an advantage in 
terms of securing markets ahead of 2005. A broad ranking for these countries could be made 
that contains the CEECs and some of the Middle East and North Africa (MENA) countries. 
South Africa could be on a par with the MENA or between the CEECs and MENA in that its 
T&C export shares are small and thus unlikely to be subject to much EU restraint. The trade 
advantages of countries in this group, assuming the ATC is successful, should be analysed 
on a case-by-case basis setting their T&C tariff against the most favoured nation (MFN) tariff 
levels.  
 
Turkey, the ACP and, at a slightly lower position, the LLDC exporters dominate the current 
pyramid of trade preference. Turkey currently stands at the top of the hierarchy of preferences 
of favoured T&C suppliers and benefits from free access with all EU quotas abolished. 
Further boosting its export performance is its capacity to supply Eastern European countries 
(CEECs) with textiles intermediaries. In turn, however, clothing exports by CEECs might 
expand as by further processing Turkish T&C items they could export duty-free T&C goods to 
the Community.  
                                                  
81  Interview with Neil Kearney, Gen. Sec. ITGLWF, Brussels, January 29 2001. 
82  Under the Everything but Arms proposal, LLDCs will get zero duty access without having to qualify for social and 
environmental measures, so that these will become more relevant for non-least developing countries.    45
 
The above hierarchy does not, however, closely overlap with the current T&C export 
performance of EU trade partners (as described in section 2) with only a loose 
correspondence to the EU position towards larger, middle and small suppliers. There are 
important exceptions that matter for the emergence of newcomers. From the EU perspective, 
Turkey is a relatively large exporter whereas South Africa (constrained in the Apartheid era in 
its access to the developed countries market and with its T&C industry currently undergoing 
restructuring) is a relatively small supplier.  
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As quotas recede, how broader trade policy changes affect the advantages offered by 
preferential tariffs will increasingly determine competitiveness in the EU market. Because not 
all suppliers will face a similar level of trade restrictions once the ATC process is completed, 
these changes still contain a hierarchy of trade preference. This hierarchy is distinct from that 
of the pre-ATC context and will rapidly evolve towards a flatter three-layered hierarchy, but it 
still remains. The following discussion attempts to understand how and why the hierarchy is 
changing, as a step to identifying gainers and losers in the process.  
 
At the present stage, movements between exporters largely relate to effects from quantitative 
restrictions. For others, T&C exports are guided by relative margins of preference. The position 
of exporters will increasingly be defined by their capacity to withstand the price reductions in 
the importing markets, which accompany T&C trade liberalisation.   46
 
As the ATC liberalisation proceeds, the first group affected contains the larger suppliers and 
potentially large newcomers. The trade pattern of these partners will shift in response to 
competition on a cost basis (an increased cost competition will result from allowing import 
volumes to increase). Some third country suppliers are currently relatively more severely 
constrained in the volumes they are allowed to exports to the EU markets. For this group, a 
general pattern of gainers and losers has theoretically been put forward with the help of 
models. Such exercises are concerned by considering economy- as well as region -wide 
adjustments (with revisions conducted to account for China’s accession to the WTO) allowing 
for resources to shift across sectors of activities (see Appendix 10).  
 
In one example, the pattern identified by Hertel et al. (1996) suggests that China and the 
ASEAN (Association of southeast Asian countries) i.e., Indonesia, Malaysia, the Philippines 
and Thailand, would dominate T&C exports to the DCs post ATC. The industrialised countries 
and typically newly industrialising economies (NIEs) “lose out”.
83 The effect is markedly more 
pronounced for clothing than for textiles, reflecting more pronounced comparative advantages 
in the sector. Whilst no separate detail is given for India, Pakistan and Bangladesh, South 
Asian exporters generally gain from the reforms. Since these effects identify the countries 
with comparative advantages in the sector, delocalisation by (European) firms and selling 
agents could occur towards these. Yet, one additional and important development relates to 
China’s accession to the WTO.
84 General equilibrium results from Bach et al. (1996) and 
Anderson (1998) suggest that a Chinese export expansion could adversely affect African and 
Latin American suppliers and reduce the share of exports in the developed countries of the 
ASEAN 4.  
 
The timing of the changes are however uncertain for China. The accession date relies on the 
domestic reforms necessary to comply with the WTO membership to be satisfactorily 
completed.
85 In the EU-China trade agreement, T&C tariffs have been reduced to level similar 
to those prevailing in the Community. Whilst the US authorities have forced a more stringent 
liberalisation program (a more marked tariff reduction on industrial goods), two areas of 
difficulties remain that set China at the bottom of the hierarchy of preferences. First, the EU-
China WTO negotiations are set on a 14-year period. Second, the US-China Agreement 
established in 1999 has reserved the application of a textiles safeguard until the end of 2008, 
                                                  
83  Recall that there are a series of effects for the exporters, those induced by the abolition of the MFA (the quotas are 
eliminated in 2005), the ATC growth acceleration of the MFA quotas and the reduction in tariffs that accompany the 
current phase-out period. The changes are for the net effect.  
84  The Chinese accession is important in a number of respects. Chinese T&C goods were strongly restrained under 
the MFA in both the large number of products under restraint and the growth rates negotiated (1 percent to 6 
percent). Its exclusion from the WTO parallels the fact that there was no overall framework of T&C trade liberalisation 
for this trade partner. China thus faced the threat of being the most restrained supplier with restraints applied 
depending on the political good will of the importers. China suffered a total of $44 billion loss at stake by not joining 
the ATC program of liberalisation (almost half this potential loss accountable to not benefiting from the sole abolition 
of the MFA restrictions).  
85  Progress has already been tremendous. With the EU, the tariff average for 150 specified goods fell from 18.6 
percent to 10.6 percent. It has substantially lowered its own T&C trade barriers in this process. Moreover, China has 
completed bilateral negotiations with 37 of the 38 WTO Members who requested these. The WTO Working Party was 
at the time of writing drafting the accession documents.    47
3 years beyond the completion of the ATC. Some amount of uncertainty thus remains in 
relation to the scope of the Chinese liberalisation program.  
 
The ATC and the WTO provisions for China’s accession will in the long run dominate, in their 
effects, the redirection of the pattern of trade and of delocalisation of production. China could 
in fact become the dominant destination of a delocalised production. Besides labour and 
productivity advantages, the presence of know-how in the textile sector might be an asset for 
the delocalisation of the clothing sector. Textile producers themselves might shift their 
production activities as the foreign investment regime is being liberalised. This process could 
be accelerated from the “triangle manufacturing” base where selling/buying houses have a 
key role (particularly Hong Kong). Possibly even those countries could see their own role 
reinforced in the process.  
 
More difficult to establish, however, is the effect of the relative position of smaller European 
suppliers, the second group. Margins of preferences are here derived from how some 
suppliers have been attributed a relatively preferential export regime.  
 
These suppliers are: 
1.  those involved with the EU in a preferential process of trade liberalisation (preferential in 
the timetable of the reduction of the trade barriers) 
2.  the least developed suppliers and  
3.  the ACP countries.  
 
For the second and third types recent specific changes of the European trade regime will 
have relatively important repercussions past the ATC phase-out. The questions that matter for 
smaller suppliers are distinct. How wide is the margin of preference? Would these exporters 
maintain their performance if the margin was eliminated? Assessments of the effects of trade 
policy changes for this group are more fragmented.  
 
What is attempted here is to outline how the hierarchy of preferences will change, and thus 
what the range of options might be for countries in different groups. The analysis here also 
stresses the problems raised by uncertainty in ATC implementation and the fact that 
comparative advantage by cost (including costs of protection), though important, is not the 
sole determinant of export performance. Figure 14 shows the future shape of the hierarchy of 
preferences. Notable differences with Figure 13 are the flattening of the pyramid (signalling a 
narrowing of margins of preference), the blurring between categories and the dropping out of 
the top category of the ACP non-LLDC countries. The ‘shape’ of the pyramid may also 
change, acquiring a larger ‘bulge’ in the middle, as more countries graduate into preferential 
trade agreements. China may remain at the bottom at this stage, with restraints on full 
accession until 2008.  
 
The flatter hierarchy will result from a combination of broad effects. First, those that are 
generated by the ATC liberalisation and by the reduction of T&C tariffs that will result from the 
implementation of Uruguay Round (UR) commitments. Second, through its regional 
integration schemes, the EU will progressively secure reduced T&C tariffs for its own exports.   48
It could reduce/remove its own trade barriers against T&C imports from some of its partners. 
However, only when all T&C trade becomes re-integrated will a two-layered hierarchy be 
observed. The top layer relates to provisions made for market access in favour of those 
“least” developed exporters. With the reform of the ACP, the LLDCs will shift above the non-
LLDC ACP States in the hierarchy of preferences. The latter will shift into either the PTA 
group (if they engage into a process of tariff reduction exchanges) or into the bottom group 
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3.7 Concluding comments 
 
The signs are mixed on the overall prospects for a smooth completion of the final stage of 
ATC integration. Pressures will mount if China accedes to WTO in the near future. Concerns 
are being widely expressed that should political and economic conditions around the time of 
final integration become difficult – e.g. if there is a recession - there will be renewed 
resistance to integration. Although EU commitment to quota removal (alongside developing 
country liberalisation and reform of broader trade policies such as GSP) is widely felt to be 
strong and genuine, this is tempered by the insistence on reciprocal market access. There are 
also ‘rumours’ that the US is not so favourable to following through on the final stage of 
integration. Reluctance on the US side will increase the pressures on the EU to resist trade   49
diversion effects from major Asian suppliers. Moreover, some smaller developing countries 
are - belatedly -lobbying for retention of the quota system (e.g. Mauritius).
86  
 
Should quota liberalisation proceed smoothly as planned, there remains some scope for 
protectionist trade barriers in the EU to prevent developing country market access, through 
anti-dumping and safeguard measures, as well as environmental and social barriers. 
Experience to date shows that the EU has not, in recent years, resorted to anti-dumping 
actions in clothing. At EU wide level, environmental and health related barriers to trade are 
likely to be stronger than social ones and apply more directly to fabric than clothing 
production. However, such barriers may in future widen to cover clothing related processes 
more directly. In the EU, firm and specifically retailer initiatives related to social and labour 
standards are much more likely to have an impact than EU trade policies. The costs of 
monitoring of and compliance with such standards is critical and is beginning to reshape 
some aspects of clothing value chains (see section 4).  
 
Beyond this, though the ATC will alter the relative trade preferences of different groups of 
producers, there will remain, a hierarchy, even if a flatter one. As value chain analyses are 
concerned with rents generated by producers and selling agents, the point is thus that room 
will remain for additional trade rents. Moreover, as the origin of the trade rents is shifting, 
destinations for delocalisation might follow the shift. What could happen, for some segments 
of apparel production, is a closer correspondence between location of production and cost 
comparative advantage. Such process would coincide with a narrower destination of 
delocalisation towards the gainers from the ATC process. However, complexities still arise 
because room remains for less efficient producers to be involved and because geographical 
proximity yields competitive advantages.  
                                                  
86  Interviews with trade policy officials.   50
4. Retail restructuring and value chains in the EU clothing sector 
 
4.1 Introduction  
 
This section presents an analysis, from a value chain perspective, of the process of 
restructuring in the EU and then the UK clothing retail sectors, tracking shifts in consumption 
patterns, retail structure and trends, and sourcing and buying practices of retailers.  
 
An attempt is made to analyse:  
•  The extent to which a ‘buyer driven’ process of restructuring is underway in EU/UK 
clothing retail;  
•  The nature of the restructuring process, and its implications for relations with 
suppliers; 
•  What factors are considerations for retailers in their sourcing and buying decisions; 
•  Whether retailers’ perspectives conform to patterns of sourcing and performance 
revealed by the earlier trade data analysis. 
 
The EU section is informed by the policy and trade literature, media coverage, and interviews 
with key industry personnel. In addition to these sources, the UK section draws on a small 
number of in-depth interviews with representatives of UK retail companies as well as 
documentation from these companies.  
 
The existing VC literature on the clothing sector, mostly based on analysis of the US market, 
suggests that the emergence of new types of retailer, especially in the discount market, and 
concentration in clothing retail has increased the control of retailers over the whole chain. 
These analyses also suggest that particular segments of the retail market (or types of 
product) are associated with distinct sourcing and buying practices and that the increasing 
influence of discount retailer at the expense of more traditional department stores has 
changed the landscape of sourcing. This is characterised by increased overseas sourcing, 
with buyers constantly on the search for newer and cheaper source markets.  Another trend is 
the growing dominance of brand names in the middle and upper segment of the market, and 
associated with this, a growth in advertising expenditures to maintain brand profile, as well as 
more direct buying and monitoring of the production process, using electronic information 
systems, to ensure quality and other standards required to maintain brand image. All of these 
factors put cost and other pressures on the production end of the chain.  
 
Increasing differentiation in the US retail market is apparent in the development of distinct 
market segments and also in greater product differentiation in order to retain or capture 
market share in a highly fashion oriented sector.  Downward pressures on costs are thus 
combined with requirements for flexibility in responding to changing consumer preferences 
and in the need to produce a variety of different finishes or adaptation of standard products, 
rather than standardised bulk orders. This might lead to more dispersal of activities along the 
chain in different locations, or to a relocation of some types of production to areas closer to 
the final market where quicker response can be assured. These factors, along with a series of 
incentives surrounding the NAFTA agreement, are thought to have strongly favoured Mexico   51
and to a lesser extent the Caribbean basin countries as suppliers to the US market, at the 
expense of the lower cost but more distant Asian suppliers.  
 
The analysis below suggests some commonalities in overall trends, but also some significant 
differences between the EU and US experiences in clothing sector restructuring. The overall 
pattern of retail concentration is repeated in Europe, but with considerable variation in the 
level and pace of concentration. The UK market most closely resembles the US one in terms 
of retail structure and the crisis of the middle market segment, whereas the degree of 
concentration in other countries is less and this segment is not so significant. The recent 
emergence of Zara, Mango and H&M as leading European brands mirrors to some extent the 
dominance of major brands in the US market, although branded retailers emerging from 
Southern Europe (in particular Zara) have stronger links to local manufacturing networks 
based on small scale enterprise.
87 Branded manufacturers and merchandisers are less 
dominant in Europe. The increasing differentiation of product in terms of market segment and 
fashion orientation is a trend also observed in Europe, with the recent newcomers mentioned 
above pushing this even further to a new model of non-replenishment of product, favouring 
flexible producers close to home 
 
In spite of trends towards greater concentration, the independent clothing retail sector 
remains a significant player in Europe, particularly in Southern Europe where it is often the 
largest single sub-sector.  Huge discount retailers also have less of a presence in Europe 
than in the US and the attempts of these to move into Europe have had limited success so far 
outside the UK. The clothing market is generally less homogenous in terms of retailing 
structures and consumer behaviour, with marked differences as between northern and 
southern Europe, as well as Scandinavian and other countries.  
 
Because the European market is relatively heterogeneous and less concentrated, sourcing 
patterns are less influenced by demand for large standardised orders for the mass/ discount 
market than in the US. Smaller runs and greater differentiation of products explain the more 
diverse and dispersed sourcing patterns in the EU market compared to the US. These also 
reflect, perhaps, the greater influence of geographical and cultural and historical links in 
sourcing patterns, due to national and ethnic divisions in Europe, as well as former colonial 
ties.  
 
Tentatively, buying practices of US retailers compared to EU retailers suggest a greater 
tendency to use intermediaries in order to reduce risk, a more demanding set of requirements 
to secure initial orders and a more rigid approach to meeting production standards (e.g. faulty 
goods). Codes of conduct and monitoring processes are more widespread among US 
companies, particularly branded merchandisers and retailers - though these tend to focus on 
a restricted set of standards, particularly child labour – compared to more broad based 
                                                  
87 A nuance here is that the US, as well as Canada and Australia, with very different demographic profiles, have 
significant informal clothing sectors largely drawing on immigrant – particularly female – labour and networks. In the 
US these are centred on the major design centres of Los Angeles and New York.   
 
   52
approaches being developed by some European retailers. On the other hand, there may be 
less commitment to long-term relationships with suppliers among US buyers compared to 
some European retailers, for whom price per unit is at a premium rather than design or other 
qualitative inputs from suppliers.   
 
The following section outlines the main changes in the EU clothing production since the 
1970s, illustrating the factors that led to manufacturers going offshore.  
 
4.2 Restructuring in the EU clothing manufacturing sector 
 
Up until the 1970s and early 1980s, EU clothing production in Europe was relatively protected 
and in some cases heavily subsidised. To some extent, though considerably less than in the 
US, assembly-line production methods had been adopted which created specialisation and 
efficiencies for manufacturing but imposed certain costs on retailers in terms of warehousing 
and long lead times. The development of close links between retailers and large 
manufacturers in the UK led to the exclusion of small apparel firms and intermediaries. In 
some European countries, particularly France and Italy, small and medium enterprises 
(SMEs) continued to dominate the sector with more flexible production arrangements and 
domestic sub-contracting.  
 
In the late 1970s and early 1980s, EU producers began to face offshore competition as 
industries developed outside Europe. Retailers, who were increasingly looking to overseas 
source markets in the face of long lead times and high inventory costs, began to ‘push’ 
manufacturers offshore (Scheffer, 1994; Doeringer et al, 1998.) 
 
Both the timing and the form of restructuring varied a lot between countries. For example, the 
Netherlands clothing industry went offshore very early, in the 1980s, while in the UK this 
process has only really taken hold in the last 2-4 years.  
 
Between 1983 and 1988, the share of clothing companies in Europe involved in foreign 
production, subcontracting or sourcing increased from 28 to 40 percent (Scheffer, op cit.). 
Much of this delocalisation occurred under ‘outward processing’ arrangements whereby, 
within certain quota limits, European inputs were temporarily exported for processing in other 
countries and the product returned as an EU product, with duties paid only on the value 
added. This began in the early 1980s, following the restructuring of the Netherlands industry. 
The main areas of outward processing historically have been CEEC and North African 
countries, with the former group being dominant, accounting up to 1996 for as much as 80 
percent of Outward Processing Trade (OPT).  
 
OPT arrangements have been unevenly used by EU member states. Germany has been the 
dominant actor, with the Netherlands, Belgium and France also very active. The UK did not 
utilise these facilities until very late and Italy was also a latecomer to OPT.
88 This may reflect 
                                                  
88 When OPT quotas still existed – Germany had arrangements with 2000 OPT operators, compared to only 30 for 
the UK.    53
lower wages in these countries. By the early 1990s, Germany in particular had already 
secured links with the top tier of manufacturers in the European rim countries, leaving limited 
options for newcomers. This may have contributed to loss of competitiveness in the UK 
industry.  
 
Historical links have been important factors in the pattern of OPT trade and there has been a 
distinct division of labour between countries in sourcing. For example, Greece has had strong 
links with Bulgaria, Finland with the Baltic States, Germany with Eastern Europe. Poland, 
Hungary and Czechoslovakia have been the biggest overall OPT users. The UK had the 




Scheffer (1994) finds no clear pattern in the type of product which EU clothing manufacturers 
source abroad. Basic and fashion items, complex as well as simple products, and small as 
well as large orders are sourced abroad. Moreover, distinctions have become less clear with 
the increase in fashion seasons and moves away from repeat orders to updates. To some 
extent, sourcing depends on whether overseas production is complementary to domestic 
production or vice versa.  
 
In 1997, OPT quotas were abolished
90 and the changes in the trade regime meant that there 
were no longer duty advantages to importers from CEEC countries, so that statistics showed 
a decline in OPT.
91 In reality, outward processing trade is thought to be still increasing rapidly.  
 
With delocalisation, the share of turnover, which EU companies gained from domestic 
production declined from 72 to 60 percent between 1983 and 1992. For a significant number 
of companies in the Netherlands, France and Italy, the share was residual at 10 percent or 
below (ibid.). Increasingly, producers are becoming distributors, alongside, or instead of, their 
manufacturing bases. In France, for example, domestic manufacturers are mainly managing 
OPT operations and producing designs and samples (Doeringer et al., 1998). Some branded 
manufacturers and designers have moved into retailing in order to combat cost pressures 
from retailers and to assure their access to markets. (OETH, 1998: 115; Retail Intelligence, 
2000).  
 
These processes have had a number of different impacts on the EU industry, including: 
 
•  A reduction in average size of firms (with a loss of medium size firms especially); 
•  Falls in employment particularly in sewing and make up segments; 
•  A reduction in the role of intermediaries; 
•  Firms moving out of direct production into OPT management, product development and 
distribution. 
 
                                                  
89 Dr. Heinz Berzau, Economist, OETH, personal communication; Bob Box, DTI, personal communication.  
90 What remains in some countries (particularly in the former Soviet Union (FSU)) is a different form of ‘surveillance 
licensing,’ which is intended to control illegal imports (transhipments). (Bob Box, DTI, interview.)  
91 This has implications for the comparability of trade statistics before and after 1997.   54
From the late 1980s and early 1990s onwards, new markets began to emerge for EU 
suppliers, as the basis of competition moved from low labour cost to quick response and 
capacity for just-in-time (JIT) delivery. Where countries have retained or developed small-
scale, flexible and high technology industries, they may have a comparative advantage in this 
market. However, there are limits to the potential of just-in-time delivery and neighbouring low 
cost countries are also developing their capacities here.  
 
The following sections explore in more detail how trends in the EU clothing market and retail 
sector have impacted on sourcing and buying practices.  
 
4.3 Changes in market demand/ consumption patterns 
 
The overall size of the EU clothing retail market was €213.9bn in 1998.
92 The largest markets 
are: Germany (€48bn), the UK (€40 bn), Italy (€35 bn) and France (€32 bn) (see Table 17), 
with these four markets plus Spain constituting more than 75 percent of the total. No other 
member state has more than 5 percent of the total market (OETH, 2000b: 72). 
 
 














  1 Germany  48.0 22.4 -1.0 na
  2 UK  40.1 18.8 +2.1 +4.6
  3 Italy  35.6 16.6 +2.8 +2.4
  4 France  31.9 14.9 +6.1 +1.5
  5 Spain  17.1 8.0 +4.2 +2.4
  6 Netherlands  8.6 4.0 +8.6 +3.9
  7 Belgium  7.9 3.7 +4.0 +1.4
  8 Austria  5.1 2.4 +2.1 na
  9= Sweden  4.4 2.1 +4.6 +1.9
  9= Greece  4.4 2.1 +6.4 na
  11 Denmark  3.2 1.5 +4.7 na
  12 Portugal  3.1 1.4 +6.9 +6.6
  13= Ireland  2.1 1.0 +6.9 +10.7
  13= Finland  2.1 1.0 +6.5 +4.8
  15 Luxembourg  0.3 0.1 +2.5 +2.3
  Total   EU 15  213.9bn 100.0 na na
 
Source: Adapted from Retail Intelligence, 2000a: 7 
 
                                                  
92 Including sales tax.    55
Overall, the EU clothing market grew by 11 percent from 1996-9
93 at current prices but the 
annual growth rate is falling. The fastest growing markets are Ireland and Portugal and it is 
predicted that these countries, along with Spain, and non-EU member European states 
Hungary, the Czech Republic and Poland, have the best growth prospects over the next three 
years (ibid.). In the larger EU markets growth rates are slower or flat (see Table 16). Germany 
has seen a decline in its market since the mid-1990s, with its share falling from about 25 
percent of the EU total in 1996 to 22 percent in 1998 (OETH, 2000b: 72). UK market growth is 
in large part due to the rising value of Sterling during the period (ibid.). Average per capita 
spend on clothing in Europe was €606 in 1999, with Belgium the highest (€792), Portugal the 
lowest (€367) and the UK in third place at €705 (ibid.: 76) 
 
In the EU market generally, and the larger markets particularly, even through the absolute 
level of spending on clothing may be increasing slowly, its relative growth is low compared 
to other retail sectors and clothing’s share  of consumer spending and non-food retail 
spending is in decline across Europe (with the exception of Ireland). This is, in part, due to 
competition with an ever-widening range of commodities, especially household, leisure and 
electronic goods and services (Retail Intelligence, 2000). For example, in Germany, spending 
on clothes as a percentage of total consumption spending fell from 6.3 percent in 1990 to 4.9 
percent in 1998. The comparable figures for France were 5.5 percent and 4.2 percent 
respectively (Just-style, 23-11-00).  
 
This fall in share of consumer spending on clothing means that retailers are increasingly 
competing for market share. In the most concentrated EU market, the UK, this competition 
has been particularly intense in the middle market segment, and there has been a significant 
decline in consumer prices in the sector. Retailers are competing heavily on price points, 
through discounting and promotions, new marketing strategies and attempts to establish or 
renew brand image (Aspinall, 1997; see below for further discussion.) In addition to the well-
publicised crises of M&S and C&A (see Box 2 below), other major players in the UK middle 
market have also faced declining sales and profits, including Arcadia Group’s Top Shop and 
Dorothy Perkins. Smaller retailers such as Oasis, Monsoon and Forminster (Kookai/ Moss 
Bros) have also been facing hard times (The Times, 01-01-01: 19.)  
 
In the EU overall, clothing prices rose by only 0.2 percent in 1999 compared to an overall 
retail price rise of 1.2 percent. In the UK, Ireland and Denmark, prices fell by 5.2 percent, 6.1 
percent and 3.8 percent respectively,
94 indicating intense competition, as sales were rising in 
all three countries (OETH, 2000b: 77). As economies converge under monetary union, there 
will be increasing pressure for adjustment of prices between the different retail markets.  
 
Beyond these aggregate changes in demand, and national level performance, are also 
broader trends in the structure of demand for clothing, reflecting socio-economic change, 
including employment and socio-cultural trends. While in the 1970s, the middle market 
segment expanded rapidly, recessions followed by booms and widening inequalities in the 
                                                  
93 Based on household consumption data, current prices, cited in OETH, 2000b: 72. Retail sales grew at 3.7 percent 
for the EU (constant prices) in the period 1995-9 (ibid.: 73).  
94 In real terms, these price falls were higher.    56
1980s and early 1990s led to the collapse of this market and the expansion of market 
segments at both upper and lower ends of the price range. In the most recent period (1995 
onwards), the market has again changed shape, with the largest segment by far being the 
‘value’ market, topped by a diminished middle and upper end market. In this context, 
competition between retailers is most intense in the overlap between the middle and the value 
markets. 
95  
4.4 The restructuring of the clothing retail sector in the EU  
 
Profile of the EU clothing retail sector 
Aspinall (1997) provides a snapshot of the EU textile and clothing retail industry in the mid-
1990s. It comprised (in 1996) approximately 600,000 enterprises, employing 2 million 
people.
96 This represented 18 percent of total retail sector enterprises, 15 percent of retail 
employment and 10 percent of retail turnover.  He identifies six main types of retail channel: 
independent stores, specialist multiples, department and variety stores, hyper- and 
supermarkets and mail order.  
 
Independents are defined as retailers whose market is geographically limited, and which tend 
to source from favoured suppliers on the wholesale market. The pattern varies considerably 
however, across Europe, with Germany and the Netherlands having a dominance of ‘buying 
groups,’ with long term favourable relations with manufacturers. These stores vary in their 
degree of specialisation in clothing, and cover the whole range of quality and price. In 
contrast, specialist multiples have a wider geographical reach, with some very large players, 
such as H&M, C&A and Zara (Grupo Inditex). Some are directly owned and operated (e.g. 
C&A) while others have a franchise structure (e.g. Benetton). The economics of sourcing and 
marketing differ from those faced by independent retailers. Specialists sell their own branded 
production, produced by favoured suppliers. For larger chains, network economies are 
achieved through the use of advanced information and management systems (electronic point 
of sale, electronic data interchange and just-in-time) and national media advertising.  
 
Department and variety stores sell clothing as part of a range of goods, covering all 
categories in the case of department stores, and a limited range for variety stores.  These 
stores tend to sell own-branded collections, sometimes combined with ‘national brands’. 
Department stores sell clothes in ‘shops within shops,’ offering outlets to medium to high 
quality and price manufacturers. Hyper- and supermarkets usually offer low price and quality 
clothing, often focusing on specific product ranges (e.g. underwear and hosiery, children’s 
clothes, basics).  
 
‘Mail order’ is a well-established segment of the clothing retail structure, which has tended to 
offer low to medium prices. It has several sub-channels, including direct sales through agents 
and catalogues, and, increasingly, e-commerce and TV sales. New technologies greatly 
favour the expansion of this sector, although there are some structural constraints, such as 
                                                  
95 This analysis is based on a discussion with Francesco Marchi, Economic Affairs Director, Euratex.  
96 Comparing with figures cited in section 2.1, this suggests that clothing retail provides almost double the 
employment of clothing production. However, this does not reveal anything about employment trends in clothing 
retail.    57
the high costs of distribution and returns, sizing difficulties, and the preference of consumers 
to ‘feel’ clothing products.  
  
The composition of these different channels is changing rapidly, across Europe as a whole 
and is likely to continue changing rapidly. Table 18 provides a comparison between retail 
structure in the EU in 1996 and 1999.  
 
 





Independent stores  41  32.5 
Specialist multiples   24  25 
Department & variety stores  13  15.2 
Mail order  8  7.7 
Hyper & supermarkets  6  8 
Others 8  11.6 
 100   
 
Sources:  a: D. Aspinall (1997) Long Term Scenario for the EU Textile and Clothing Industry cited in 
Textile Asia (Autumn 1998);  b: OETH, 2000b: 82.  
 
Clear trends are the decline of independent retailers and the slow but continued growth in 
shares of specialist multiples, hypermarkets, and, more surprisingly, department and variety 
stores. (The latter may be due to increasing price competition in this group.) The mail order 
channel is, surprisingly, stagnant.
97 An interesting feature is the significant growth of the 
‘other’ category, which covers less formal channels of retailing (such as market stalls, factory 
outlets etc.) This may only represent a small proportion of the retail market in northern 
countries in the EU, but in southern Europe and non-European regions these channels are 
more significant.  
 
The categories in this analysis do not clearly differentiate on the basis of market segments, so 
that quality specialist stores are lumped together with discount clothing retailers, making 
analysis of which segments are growing fastest difficult. The size and breadth of the 
‘independent’ sector also makes it difficult to separate out market segments. More 
disaggregated analysis is needed to understand which segments of the market are growing 
fastest and which are in decline.   
 
Beyond this aggregate picture of European clothing retail channels, there lies quite a 
heterogeneous picture by national market (see figure 15). A striking feature is the relatively 
high share of independent retailers in almost all countries except the UK (only 15 percent), 
ranging from 27 percent in France to 60 percent in Italy, the most nationally dominated 
market, with localised vertical integration a dominant pattern.  A corollary of this appears to be 
                                                  
97 It is unclear whether e-commerce/ TV sales are grouped with mail order or subsumed under other categories.   58
the relatively small share (except in the UK – 31 percent) of department stores in the clothing 
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Figure 15: Retail market share of different clothing distribution channels categories by 






























Source: Compiled from: Textile Asia (Dec. 1998) "EU Clothing at a Glance", pp. 116-117. 
 
The UK clothing retail sector has distinct characteristics and perhaps resembles the US 
market more than most other European markets, with its high degree of concentration and the 
dominance of large middle market players.   
 
Trends in retail structure 
The top 15 specialist clothing retailers
98 in Europe in 1998, their countries of origin, 
turnover and market shares are presented in Table 19.
99 This demonstrates that the 
European market is still quite fragmented, with the top 15 retailers having only 13 percent of 
the market. M&S, C&A, H&M and Arcadia, are the top four, totalling nearly 8 percent of the 
market.  
                                                  
98 Note that this de facto excludes multiple retailers, mail order companies, hyper/supermarkets and independents. 
Non-specialist stores such as Casino and Asda have a sizeable share of the clothing market 
99 Note that this does not coincide with EU definition of Europe.     60
 
Table 19: European Clothing Market: Top 15 Specialist Retailers, 1998 
 
Position Company  Year-
end 
Country European  retail 
sales of origin 
(£ mn) 




1  Marks & Spencer  Mar-99  UK  6,215
a -2.6  2.72
2 C&A  Dec-98  Germany/Netherlands  6,091 -2.4  2.65
3  Hennes & Mauritz  Dec-98  Sweden  2,991  +25.2  1.30
4 Arcadia  Group  Aug-99  UK  2,545
b +3.8  1.09
5 Auchan/Mulliez  c  Dec-98  France  1,458
e na  0.64
6 Next  Retail  Jan-98  UK  1,425
b +5.9  0.62
7  Peek & Cloppenburg Dec-98  Germany  1,380
d +10.2  0.60
8  Grupo Zara (Inditex)  Dec-98 Spain  1,295  +27.8  0.56






Dec-98 France  1,088
b +52.2  0.47
11 Groupe  André  c  Aug-98  France  888
b +15.7  0.41
12  Sinn Leffers   Dec-98  Germany  806  na  0.35
13  Vendex KBB c  Jan-99  Netherlands  786
b +1.8  0.34
14  Charles Vögele   Dec-98  Switzerland  679  +14.6  0.30
15 New  Look  Mar-99  UK  634
b +13.7  0.27
Total             12.84
 
Source: Retail Intelligence, 1999, cited in Retail Intelligence 2000a: 4.  a: Estimated clothing sales. 
b: Company data excludes sales tax, estimated by Retail Intelligence to include sales tax.  c: Specialist 
clothing chains only. d: Sales tax not specified. Assumed to be included. e: Estimate. f: Increase in 
group's worldwide sales. 
 
As shown in this table, the top two companies are by far the weakest performers reflecting the 
crisis in middle market of clothing retail (see Box 2). Major underlying factors are the 
declining share of consumer spending on clothing and changes in the demographics and 
spending habits of clothes buyers away from the uniformity offered by traditional high street 
stores to greater diversity (Times, 01-01-01, Retail intelligence, 11-02-00). In the UK, where 
this crisis is most apparent, there is intense competition for shares in the stagnating middle 
market and downward pressure on clothing prices, which fell by 8.5 percent in 2000 (Just-
style, 29-01-01, citing Centre for Economics and Business Research). The strong 
performance of discount retailers such as Primark, Matalan and Peacock, is another factor 
affecting the UK market. This segment is predicted to have 15-20 percent of the UK market by 
2004. Linked to this downward pressure on prices is a growing tendency of consumers, not to 
buy clothing at full price but to wait for discounts during sale periods, as retailers increasingly 
use promotions to retain or increase market share.
100  
                                                  
100 Emma Ormond, personal communication.   61
 
 
Box 2: The declining fortunes of Europe’s market leaders: M&S and C&A 
 
In 2001, C&A UK closed its 109 stores. This decision followed a corporate shift in approach 
towards centralised buying in Europe, which had negative consequences for the UK retail 
company. Over five years there was a huge loss of market share in the UK, of about 250 
million (one third of its previous market). Other contributing factors were the entry of an array 
of competitors – in the upmarket aspirational brands segment - and low price discount 
segment, which were able to take away market share at both ends of the spectrum. And, 
because C&A is such a big player in the European market, it is difficult for it to sustain its 
presence in number 3,4 or 5 position in a major market like the UK. This experience highlights 
the limits of market homogenisation in Europe.  
 
The crisis faced by M&S in recent years has been the subject of much media coverage. 
Although M&S is still the biggest clothing supplier in Europe, its share of its home UK market 
has declined from 16 percent at its peak to 11 percent in 1999. In 1995-8, M&S profitability 
was high, at 13-14 percent, dropping suddenly in 1999 to 6.6 percent with a fall in profits of 
over 500 million. Share values hit a 10-year low in October 2000 and clothing sales went into 
decline (Just-style.com, 12-04-00; 22-01-01) 
 
Declining sales were due to a combination of falling average selling prices, decline in volumes 
in some areas (e.g. men’s wear and some categories of women’s wear) and supply chain 
problems (in lingerie), combined with lack of flexibility in responding to markets due to forward 
buying practices. Some have attributed these problems to the announcement in November 
1999 that by 2002 M&S would be sourcing 70 percent of its product offshore from lower cost 
countries (Just-Style.com, 6-09-00), whereas until the 1980s, at least 90 percent of all goods 
sold by M&S were ‘Made In Britain.’
101 This led to decisions in 1999-2000 to terminate some 
contracts with major UK suppliers, including most controversially, William Baird.
102 Some 
‘preferred’ UK suppliers will still supply M&S but primarily sourcing overseas, where they have 
increased their capacity (in Morocco, Sri Lanka, Indonesia and China) (ibid.) 
 
In spite of numerous strategies adopted by M&S to attempt to reverse declining fortunes 
rumours of take over bids have been rife for some time, but with falling share value and 
reputation, so far no buyer has come forward (Just-style 7-11-00). M&S, until recently, had 
resisted large-scale closures and disposals but in 2001 announced a closure and redundancy 
programme in France causing widespread protest.  
                                                  
101  UK job losses in clothing manufacturing alone linked to these changes amount to at least 10,000, with a possible 
further 10,000 affected upstream. 700,000 jobs have been lost in UK T&C sector since 1980. Of the remaining 
300,000, 80,000 remain dependent on M &S, so as share of overseas sourcing rises (from 50 percent currently to 70 
percent) many thousands more are in jeopardy (just-style 6-09-00). 
102 William Baird launched a ₤54 million pound lawsuit against M&S for breach of contact, after its contract with M&S 
was unilaterally axed across all products and departments, following 30 years as a supplier to M&S. Baird claims it 
should have been given 3 years’ notice. As at September 2000, more than 4000 staff had been laid off (just-style, 06-
09-00.) In June, M&S launched a legal bid to have the claim thrown out of court (just-style, 19-06-00.)    62
 
By contrast, among the clothing specialists, the strongest performers, by far, are Etam 
Développement (which bought the UK’s Etam plc in 1997 and has expanded mainly through 
merger), H&M and Zara (Grupo Inditex), which have grown more organically, targeting 
younger consumers with lower priced fashionable clothes delivered with short lead times. 
These companies are in a phase of expansion into new markets in Europe and also the US, 
where H&M and Zara are performing well especially among younger consumers (The 
Guardian, 18-11-00). New Look in the UK is also expanding rapidly in a similar vein.  
 
Not featured here, but an important player is the department or variety store, which has 
been in some difficulty, in Europe as elsewhere. The largest European companies are 
Debenhams (UK), Galeries Lafayette (France), Karstadt Group
103 and Kaufhof (Germany). 
The proportion of clothing in their sales varies from one third to two-thirds. A problem for 
department stores, compared to other channels, may be their relatively low order sizes, which 
prevents economies of scale (Biggs, 1996: 29).
104 Variety stores are also important in some 
markets, such as the UK, where Littlewoods and Bhs are performing relatively poorly in 
clothing.
105 Department and variety stores have turned to a variety of strategies to retain 
market share, including mergers, increasing their share of non-clothing retail,
106 setting up 
special boutiques within stores (franchised to specialist retailers or branded manufacturers), 
developing house brands and concept stores and integrating different ‘channels’. 
107 
 
Also not featured in the table above are mail order companies, such as Otto Versand and 
Quelle (Germany) and the UK’s Great Universal Stores, and France’s Pinault Printemps 
Redoute. According to the aggregate data, this sector is also suffering from stagnation in 
market share.  
 
The restructuring of the European clothing retail sector has been driven, to some extent, by 
the pressures brought about by a series of new entrants in the last decade or so. US clothing 
retailers (notably The Gap, but also Levi Strauss
108 with its own network of stores in Europe) 
entered the European market in the late 1980s, pioneering the marketing of own branded, 
quality casual clothes to a younger market. The Gap opened its first European shops in the 
UK in 1987 and now has 137 retail outlets, mostly in the UK (The Guardian, 18-11-00).
109 
More recently, US companies have been active in acquisitions of European (especially UK) 
clothing manufacturers and retailers. Most notably, in 2000, Walmart, the world’s largest 
                                                  
103 Karstadt group merged with Hertie in 1994.  
104 This may not apply to larger groups.  
105 BHS was bought in 1998 by Phillip Green; Littlewoods faced its first ever trading loss in 2000 (Alan Roberts, 
personal communication.) 
106 Littlewoods share of sales is shifting from clothing to non-clothing, currently around 42:58. Two years’ ago the 
balance was more like 52:48 clothing non-clothing. (Alan Roberts, personal communication) 
107 E.g. in the UK, Littlewoods (like M&S) are ‘rolling out’ concept stores where customers will be able to access 
different channels simultaneously, direct buying, catalogue sales, internet/TV sales, etc. (Alan Roberts, personal 
communication.) 
108 Need to check when Levis set up in Europe – see their website.  
109 The Gap’s performance has slumped however, in the US market and may be undergoing similar problems 
elsewhere. (The Guardian, 18-11-00).   63
retailer, purchased the Asda supermarket chain, including its clothing range ‘George’ (low 
priced fashionable basics, targeting children’s market). This adds to Walmart’s existing 
interests in Germany and signals an intention to establish a major presence in Europe, with 
potentially major consequences for the sector as a whole.  
 
Other emerging players are the Southern European specialist chains – exemplified by 
Benetton, Mango, and Zara. Benetton, the Italian retailer, which operates on a franchise 
model, and sources close to the market, was the first to make a major impact beyond its 
borders in the 1980s and now operates in 18 countries in Europe (Retail Intelligence, 2000). 
More recently, the vertically integrated specialists from Spain have emerged, and are rapidly 
gaining market share. Their strategy is to pare lead times down to a minimum, avoid 
warehousing costs and to continuously renew the product rather than replenish stock. The 
combination of vertical integration based on local production, as well as imports, have 
enabled them to reduce delivery times to 48 hours. (This compares with lead times of up to 90 
days from Asia.) Northern Spain is a major production centre for Zara and other Spanish 
manufacturers. Mango and H&M (from Sweden) rely more heavily on imports from East Asia.  
 
The final key player is the discount sector, which has made a marked impact particularly on 
the UK market (see below), targeting lower income consumers. These concentrate on cut-
price basics and no frills retailing, often in secondary or out of town locations. Primark (an 
Irish company), as well as Peacock and out-of-town Matalan (a UK company) are taking a 
growing share of the market, as well as putting downward pressure on prices for basics 
across the board (Retail Intelligence, 2000b). Smaller discounters have also appeared, 
focusing on secondary towns.
110 In other countries in Europe, factory outlet centres in out-of-
town locations are creating competition for independent retailers (Renaat Soenens, personal 
communication).
 111  
 
Concentration and consolidation 
The extent of concentration in European clothing retail varies considerably by market and 
over time. The ‘index of concentration
112’ varies between 75 percent for the UK and less than 
25 percent (Greece and Portugal). Two related trends are apparent: increasing concentration 
especially in those markets which are less concentrated and still expanding, with intense 
competition for market share, and even, de-mergers and closures in more ‘mature’ 
markets.
113 The UK in particular may have reached the limits of concentration. (OETH, 1998, 
Aspinall, 1997.)  
                                                  
110 McKay, Bewise,Ethel Austin (Chris Williams, personal communication.) 
111 No information available on the discount sector in other countries – but presume something of a similar trend. 
Perhaps more marked in UK because of income inequalities, and also less of a gap in other countries where low 
price hyper/supermarkets have larger share? 
112 This is the share of all stores outside the independent sector in the retail market. Another measure of 
concentration is the share of the top 2 specialist clothing retailers. On this basis, Ireland is the most concentrated 
market, at 23.5 percent, with the UK second (20.3 percent), followed by the Scandinavian countries and the 
Netherlands. On this measure, interestingly, France appears near the bottom, at 5.9 percent. (Retail Intelligence, 
2000a: 4) 
113 Recent closures of C&A in the UK and announced closures of M&S stores in France and elsewhere in Europe are 
a prominent case in point   64
 
Thirty years ago, 60 percent of clothing in the UK was sold through independent retailers. 
Today it is the most concentrated retail market in the world. In the period, 1986-91, the 
number of UK clothing retailers declined by 16 percent. (Biggs, 1996: 22). Between 1991 and 
1996 the share of independents declined further from 19 to 15 percent, while specialist chains 
increased their share from 26 to 32 percent. (Biggs, 1996: 22; Aspinall, 1997, cited in Textile 
Asia 1998). 
 
In Europe more generally, the period ‘88-96 saw an increasing share of larger retailers, 
overall. OETH (1998) charts changes in the level of concentration 1988-96 (i.e. the share of 
clothing retail sales occurring through the non-independent sector) against the level of 
concentration in 1988. On this basis, the most concentrated markets are the UK and France, 
followed by Germany, but concentration is increasing most rapidly in southern countries.  
 
Concentration has occurred in part through mergers and acquisitions and in part through 
vertical integration (e.g. in Italy where control is over the entire value-chain). Historically, 
acquisitions and mergers have been relatively modest in size and national, rather than 
international, in scope, mostly in the hypermarket and specialist segments (ibid; Biggs, 1996). 
In the 1990s, a few transnational mergers and acquisitions began to occur in clothing retail, 
e.g. France’s Etam Développment purchase of Etam plc UK in 1997. UK mergers included 
Phillip Green’s purchase of Bhs for 200 million in 2000 (Times, 1-01-01: 19) and Walmart’s 
acquisition of Asda. The likely movement of Walmart into the French market is widely thought 
to have provoked the pre-emptive merger of Carrefour  and  Promodes. The concentration 
process may begin to take on a different dynamic as the ability to retail across European 
markets, and beyond, become critical to success (see below). There is a tension between the 
degree of control which players like M&S and C&A have had over particular national markets 
and the need for major retailers across Europe to consolidate a wider European position to 
benefit from regionalisation, and economies of scale.   
Increasing retailing concentration has stimulated other changes, e.g. a diminution of T&C 
wholesalers (in Germany relatively few are left today compared to 8000 in 1950), and a 
weakening of independent clothing retailers. Large distributors and those outside the 
specialist clothing market have benefited the most in an expansion of their clothing sales. 
Nevertheless, the small retailer sector remains a significant player in Europe (outside the UK) 
and in spite of decline
114, and high rates of attrition, new businesses continue to appear. 
Buying groups and the advantages offered by new technology may enable the independent 
sector to withstand some of the pressure.  
 
Cross border expansion and internationalisation of retailing  
Clothing and particularly fashion retail has seen more cross border activity than other retail 
sectors in Europe. However, the expansion of clothing retailers across European (and other 
international) borders has varied in speed and scope. There are close links between markets 
that are geographically, historically and culturally closely tied (e.g. France dominates 
                                                  
114 E.g., in Italy in 1990-1, there were 190,000 small retailers, today only 80,000. (Renaat Soenens, personal 
communication.)   65
Luxembourg market; Spain dominates Portuguese market; there are close links between 
German speaking nations). Certain firms have been more successful than others in 
penetrating other EU markets and countries also differ in the extent to which they have 
extended beyond their own borders. France has the most clothing fascias beyond its own 
borders, of all the European countries, followed by the UK and Germany. For its size, 
Denmark also exports a surprising number of clothing fascias, perhaps due to manufacturer 
and designer owned brands, which have developed complementary retail chains. (Retail 
Intelligence, 2000a: 20-21.) 
 
Barriers remain, however, to the integration of European clothing retail markets, including 
differences in labour costs (lower in Britain), land and property price differences,
115 variations 
in consumer tastes and demand across countries and population sub-groups, e.g. the 
response to seasons is less sensitive to age in Northern Europe. Another limitation could be 
corporate strategies, which focus on tailoring retail services to specific consumer markets. 
While others are expanding across borders, some companies (such as the UK’s Next and 
Littlewoods) have pulled out of retail operations outside their home market. The withdrawal of 
C&A from the UK market and recent closures of M&S in Europe is another interesting 
counter-trend (see below for more detail).  A differentiation is emerging between truly 
European (and even global) companies, with a presence in the majority of EU markets, those 
which serve a geographical sub-region, and those who are focused on their home market. 
These different layers imply differently structured value chains.  
 
Major EU clothing retailers are expanding their activities outside Europe, as large US retailers 
are also increasingly moving into Europe (see above). Main markets of interest are Eastern 
Europe, North America, East Asia and Latin America because of their size, rapid growth of 
spending on clothing, and significant middle class. Historical links may be important here, e.g. 
for C&A with Eastern Europe (see below) or Spain with Latin America. Mail order is being 
developed to target East Asia.
116 The TATI chain in France began by targeting immigrant 
communities with discount European-style clothes, and plans to develop stores in larger 
African markets including Nigeria and South Africa.
117  
 
This shift may have important implications for sourcing as European retailers will be 
marketing an increasing share of their product outside home markets and trading between 
‘third’ countries. According to the FTAss, in the last 5 years, there has been a shift in the way 
big retailers are dealing with clothing towards becoming exporters as well as importers, e.g. to 
CEEC countries. This globalisation process is changing their approach and widening their 
interests to external (outside EU) as well as internal markets.
118 
 
                                                  
115 Choice of location is critical for clothing retailers moving into a new market. Mango (Sp.) apparently waited 15 
months before finding a site for its first store in London (opened early in 2001). (Emma Ormond, personal 
communication.) 
116 (Filippo Giufridda, personal communication.) 
117 Biggs 1996 
118 Interview, Filippo Guiffridda, FTA, 14 December 2000, Brussels.    66
New technologies, e-commerce and supplier management 
The clothing retail sector in Europe has seen an increase in use of information technologies 
for e-commerce and business-to-business (B2B) transactions. So far, e-commerce in clothing 
retail has not had a major impact on the retail structure and some analysts predict it will peak 
at 10 percent of total sales.
119 Retailers have tended to form partnerships with existing 
Internet providers (as well as TV shopping channels) to increase their profile, as well as 
investing in new technologies, which will improve the prospects for sales over the Net. E-
commerce is constrained by similar cost factors to mail order, because of customized delivery 
requirements. It seems likely that success in clothing ‘e-tailing’ will be concentrated among 
companies already doing mail order or among existing high street names moving onto the 
Net. An increase in the share of this channel is likely to increase the demand for smaller, 
customised orders. 
 
Information technologies are also increasingly a feature of retailers’ organisation of sourcing, 
including harmonized information systems (e.g. on size and colour) and web based supplier 
management systems.
120 This trend is more prevalent in the US than in Europe, but is likely 
to increase among larger EU retailers. For suppliers who do not have the capacity to absorb, 
or work with these systems, this probably means exclusion from direct relationships with 
buyers and relegation to a subcontracting role. (OETH, 1998). 
 
Social and environmental issues in sourcing  
Responding to concerns in a significant segment of the consumer market (particularly in 
Germany and the Netherlands), as well as pressure from environmental groups and NGOs 
such as the Clean Clothes Campaign, European retailers are increasingly developing codes 
of practice and management systems which set social and environmental standards for T&C 
product sourcing.
121 This trend started in the early 1990s, and has become a widespread 
practice in certain segments of the market, though not the discount sector. Two distinct trends 
can be noted: the development and expansion of niche markets for environmentally friendly 
and socially aware ’fair-trade’ products, often associated with labelling initiatives; and the 
adoption of more environmentally friendly practices and labour standards or ‘codes of 
conduct’ in mainstream production channels. In textiles production, the focus has been mainly 
on environmental issues whilst in clothing production, the question of labour rights (especially 
forced or child labour) has been a main motivator. A recent assessment of UK companies’ 
progress in implementing ethical sourcing principles found increased commitment to these 
principles among clothing specialists, but limited integration into core business values, as well 
as uneven implementation (Robins and Humphrey. 2000). These trends have mixed 
implications for suppliers, as will be shown below.  
 
The following section traces links between changes in the EU clothing market and retail 
structure, and the sourcing and buying practices of EU/UK retailers.  
                                                  
119 One retail analyst source forecasts that e-commerce will still account for under 5% of retail sales in 2005 and will 
peak at under 10% by 2015 (Retail intelligence, 2000a). 
120 E.g. Littlewoods’ integrated supply based management (ISBM) system. (Alan Roberts, personal communication). 
121 Trade unions have typically had a more ambiguous view of such codes, though ITGLWF and affiliates have been 
involved in promoting codes, particularly SA8000 as a way of strengthening labour regulation.    67
4.5 Sourcing and buying practices in the EU clothing sector  
 
Overview of sourcing in the EU clothing retail sector 
The sourcing and buying of clothing for the EU market by retailers is extremely complex and 
multi-layered, depending on geography and history – explored in section 2 - as well as market 
segment and product.  
 
Larger, well-established specialist retailers often have their own networks of overseas 
buying offices particularly covering the Asia region. Through these networks, they source 
‘core product’ – i.e. lower value added basic goods. For example, C&A have the Mondial 
network of offices, which are totally owned by the company family. Account executives based 
in these offices are responsible for sourcing and assuring quality in production units. 
Company buyers contact Mondial, who bring together suppliers at a central point such as 
their Hong Kong offices).
122 Other large companies such as Littlewoods, also have their own 
overseas buying offices.
123 Offices are mostly located in East and South-East Asia but often 
deal with a disparate geographical area (e.g. Tesco source from South Africa via Hong 
Kong
124) using intermediaries of various kinds.
125 Marks and Spencer is an interesting 
exception here. It has a long history of direct and exclusive relationships with UK 
manufacturers. Facing extreme pressures, it has now shifted to a wider range of ‘preferred’ 
suppliers, still mainly UK based importers/ manufacturers, but sourcing a higher proportion 
offshore.  
 
Larger suppliers also have their own agents in their main EU markets. Depending on the size 
and nature of the supplier, these might be an employee, a sole agent, or a shared agent, and 
could be specialised in one particular company or region.
126  
 
Indirect buying through EU-based importers is the main channel for the fashion end of the 
market, covering the fashion product bought by middle market retailers, as well as the more 
fashion oriented specialist chains.
127 This is a strategy for minimising risk and lead time and 
there may be considerable ‘shopping around’ between importers from season to season. 
Suppliers in this case may be purely importers and distributors, or also have their own 
production capacity. The dominance of OPT arrangements in some countries in Europe 
suggests that there may be more direct purchasing of retailers from EU manufacturers who 
are outsourcing in Continental Europe, compared to the UK, where direct imports have been 
more dominant.
128 In North Africa, Eastern Europe, and also countries such as Vietnam, 
                                                  
122 Chris Williams, personal communication.  
123 Interviews with retailers, UK. 
124 Interview with supplier.  
125 In practice, few retailers buy ‘direct’ from the factory; most are operating through local principals/agents or trading 
houses – it doesn’t make economic sense to have lots of different buyers (Emma Ormond, personal communication). 
A handful of big trading firms, mostly based in Hong Kong, such as Ling Feng and Lin Mark international– dominate 
much of the trade.  
126 Interviews with suppliers, South Africa. 
127 E.g. New Look which buys all its products from importers (Bob Box, DTI, personal communication). 
128 Scheffer, 1994.    68
buyers may be working through offshore facilities of EU firms involved in local production, with 
Germany a dominant actor here.   
A variation here is the approach of Zara and Mango, from Spain, and Benetton in Italy, who 
have tended to source in the home market, putting a high premium on reducing lead time and 
warehousing costs. This strategy also relies on the existence of a highly organised, flexible 
small-scale industry, characteristic of Southern Europe.
129 
 
Little information was available on the sourcing strategies of discounters.
130 In order to 
reduce overhead costs, they may buy direct from wholesalers or distributors near the home 
market. This enables them to obtain cut-price on manufacturers’ over-runs, half a season or 
more behind the market.
131  
 
For smaller independent retailers, there are three main patterns
132:  
 
-  Use of buying groups. This differs from country to country. Belgium has only one, 
Holland, 10-15, and Germany also a large number Biggs et al. (1996: 18). Their function 
is to guarantee payments to traders, provide loans to small retailers, and offer a clearing-
house system. They also allow negotiation of better prices and economies of scale for 
smaller retailers. There has also been a growth of informal buying associations 
concentrating on more specialised ranges (ibid.).  
 
-  Travel to trade fashion fairs (mostly medium size retailers) where manufacturers 
promote their brands. These tend to be concentrated in the Spring period, across major 
cities in Europe (Florence, Cologne, Paris etc.)  
 
-   Wait for suppliers’ agents to visit. This is mainly the pattern for small shops with sole 
managers.  
 
Among retailers, the conventional wisdom is that for the EU market, high fashion and upper-
end market products are still sourced mainly within Europe, that the pan European zone is 
used for smaller batch fashion orders and mid-season collections (especially for France and 
Germany), while large pre-season orders of basic products (shirts, simple blouses, t-shirts 
etc.) come from outside Europe, mostly Asia.
133  
 
In recent years, much has been made of the impact of ‘lean retailing’ practices and the 
increase in fashion seasons on the need for quick response and greater flexibility, and the 
renewed life this has breathed into domestic industries, previously thought to be in terminal 
                                                  
129 It is not known, however, for these companies what proportion of product is sourced in home vs. overseas 
markets, and whether home-based suppliers are in fact outsourcing overseas.  
130 It was not feasible in the time available to identify and interview representatives from the discount sector.  
131 Emma Ormond, personal communication.  
132 Renaat Soenens, AEDT, personal communication. 
133 This has similarities with sourcing patterns in North America (Ann Weston, personal communication.)   69
decline.
134 The extent to which products are sourced on the home market or from EU 
producers varies considerably, however, i.e. it is very high in Italy but very low in Sweden. 
Sourcing continues in Europe for:  
 
•  Specialist products requiring high technology or labour skills, often vertically 
integrated with textiles (e.g. hosiery, men’s underwear),  
•  Replenishment orders requiring a very quick turn around (though new retailing 
practices may be changing this demand),  
•  Some very high quality/ upmarket fashion items (such as cashmere knitwear)  
•  Products with a high premium on national identity due to consumer preferences or 
branding.  
 
Factors influencing UK retailers’ sourcing decisions
135  
A range of factors appear to influence sourcing decisions of UK clothing retailers, including 
the type of product, the market channel or segment, the degree of risk (including currency 
volatility related to ‘dollar buying’), company culture and historical and personal links, the 
search for novelty and the need to drive down costs, while maintaining quality standards.  
 
There are also different levels of decision-making with regard to sourcing. Choice of source 
country is a decision made not at the level of individual buyers or buying teams
136 but at more 
senior management level, perhaps responding to political, as well as wider commercial 
imperatives.
137 The choice of specific firms to source from is more likely to rest with the buyer 
or buying team. Apart from historical connections, sources of information influencing these 
choices include ‘talk in the trade’ - e.g. asking fabric or trimming suppliers who they supply - 
and ‘cross shopping’ – or finding out where the competition is sourcing.
138 Knowledge of wage 
costs in different countries appears to be commonplace among buyers and sourcing 
managers and for more basic products this is clearly a decisive factor.
139  
 
Littlewoods (UK) cited two main criteria in sourcing decisions: flexibility  and  value. The 
degree of flexibility needed depends on whether the product is ‘core’ or ‘high fashion’. 
Seventy-one percent of their products are core or basic items such as underwear, hosiery, 
shirts, basic blouses, which are mainly sourced in the ‘Far East.’  
C&A, in contrast to some UK companies
140, has always actively sought out new sources of 
supply and in 2000 had relations with suppliers in 85 countries. Price and ‘novelty’ (i.e. new 
design element) were cited as the main factors in sourcing decisions for C&A, with a stronger 
                                                  
134 See for instance Doeringer et al. (1998) 
135 This and following sections are based on interviews with retailers and clothing sector specialists in the UK – 
primarily through not exclusively working for UK companies.  
136 Within retail companies, buying tends to be organised by product or product range, rather than geographical area. 
Buying teams usually involve design specialists, commercial specialists and technical specialists working in teams.  
137 One informant suggested this was a Board level decision. (Jack Kipling, Clothing Export Council, South Africa.)  
138 Retailer interview.  
139 It is not known where retailers obtain this information and to what extent it is adjusted to account for productivity 
differences.  
140 The C&A case is peculiar here in that C&A is not a UK owned company, and also that its UK operations ceased 
trading early in 2001 (see Box 2 below).    70
foothold in the fashion end of the market. Also mentioned here were historic links to Eastern 
Europe, where C&A is now reopening its original stores, and a strong, long-term relationship 
with the Tirapur area of India, famous for its knitwear. For Marks and Spencer, until the late 
1990s, the ‘made in Britain’ factor was clearly significant, but the decision to source 
offshore in 1999 and curtail some existing relationships with UK manufacturers represents a 
decisive shift towards seeking value, and perhaps also flexibility, over quality and reliability.  
Table 20 summarises information from interviews, about where particular types of product are 
sourced and what the nature of supply relations is in different countries or regions. This is by 
no means a representative selection but does give an impression of the main source markets 
for the UK ‘middle market’ retailer.  
 
Type of product 
Whether the product is ‘core’ or ‘fashion’ is clearly a determining factor over sourcing criteria 
and decision for middle market retailers. A typical contrast is that for a poly-cotton shirt, 
versus a fashion dress, whereby the latter would typically be sourced in Bangladesh, or 
another low wage country, while the latter would typically be sourced indirect from an East 
European supplier to reduce time lag and lower the risks of carrying stock. The mark up tends 
to be higher on fashion items, so cost is less of a concern than flexibility and risk reduction.  
 
Thus, the market segment and the proportion of the product that is core vs. fashion are key 
determinants of sourcing strategies of particular retailers. For example, C&A have a higher 
proportion of ‘fashion’ oriented product than Littlewoods (who sell 71 percent ‘core product’)
141 
and this may be the reason why the former source more product from low cost areas, while 
the former sources more indirectly from Eastern Europe.
142  
 
Some caveats might be mentioned here. Firstly there may be some variations between 
definitions of core and fashion product. Abernathy et al. (1999) talk about ‘fashion basics’ – 
i.e. basic products but where a variation in design or finish has been introduced.
143 These are 
increasingly dominating the lower and middle markets.  
 
The core/ fashion distinction would also not be so relevant for the ‘fashion’ retailers, however, 
whose whole range is ‘fashion’ and who may have a different categorisation.
144 Here the 
likelihood is that most or all sourcing is done indirect, with a high proportion of suppliers who 
can meet quick response criteria.
145  
 
Secondly, the capacities of some traditional suppliers of ‘core’ product are clearly increasing 
to a wider range of products, although there are limits in terms of improving response time. 
Thirdly, some products clearly require relatively higher capital investment or skills – e.g. 
                                                  
141 Alan Roberts, personal communication. 
142 This is a tentative conclusion: there could be many other reasons, including C&A historical ties to Eastern Europe 
and the different structure of retailer-industry relations in Europe vs. UK.  
143 Some types of finishing may require relatively high tech inputs close to the market; others – such as embroidery – 
may rely more on labour intensive inputs.  
144 Emma Ormond, personal communication.  
145 This is a working assumption which would however, need to be tested.    71
knitwear (with Thailand specifically mentioned here, as well as Tirapur in India) and hosiery 
(still sourced in the UK, though South African companies are now also entering this market
146) 
                                                  
146 Neville Bambury, Ninian and Lester, Durban.    72
 
Table 20: Source countries identified by retailers, supply relations and types of 
product.  
 










Woven skirts, trousers (ladies’)
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Woven skirts, trousers (ladies’) 
High fashion dresses 



















Turkey  Direct /indirect  ‘Core product’: None specified 
 
Source: retailer interviews.  
 
and this may be a determining factor in sourcing. Higher quality or more technically complex 
garments, are more likely to be geographically specific in sourcing. For example, Italy is still 
clearly associated with strong design capacity and is a preferred supplier of high quality 
knitwear, silk ties and suits. 
 
Supply relations 
Table 20 also shows that the country and type of product also has a bearing on the nature of 
supply relations, though these clearly vary from one retailer to another. Eastern Europe, North 
Africa and to a lesser extent East Asia are characterised by indirect supply, whilst Asian 
countries such as Bangladesh and China supply retailers ‘direct’. This may reflect the value 
vs. risk equation where for basic or low cost items the priority is to squeeze costs (including 
intermediary costs) out of the chain.  
 
In a similar vein, data from C&A’s SOCAM unit, on the number of suppliers in their top 20 
countries, shows the highest number by far in Germany, but since German production units 
rank only eighth among their suppliers, it is clear that most of this supply is actually coming 
from elsewhere (Romania, Poland), via German companies under OPT arrangements. The 
                                                  
147 Types of product mentioned are indicative only – there was not scope to investigate this aspect thoroughly.  
148 Woven skirts/ trousers appears repeatedly because one buyer was a specialist in this area.    73
same relationship clearly holds with Hong Kong/Taiwan and China. (SOCAM, 2000.) The 
indirect supply relations may also reflect retailers’ lack of knowledge of new markets or need 
to work with firms who they ‘trust’.  Another interviewee highlighted the major role that 
European suppliers play as intermediaries, whether directly involved in production or as 
importers. Cost is not always a factor as sometimes this is cheaper than sourcing direct. 
Direct sourcing seems to be the more dominant model in Bangladesh, where there are some 
large highly automated factories and less direct European involvement in production.  
 
Buyer assessments of supplier performance  
Buyers and other retailer representatives interviewed were asked to rate their main suppliers 
(on a country basis) according to five criteria: price, quality, quick response, flexibility and 
design, in order to gain an insight into how buyers view the relative comparative advantage of 
different supplier countries.
149 In practice, informants did not feel able to rank on all these 
criteria and information was only given consistently on price, quick response and flexibility.
150 
Since there is a great diversity of suppliers, it is not possible to compare rankings given for all 
countries. However, there is some overlap between countries specified by informants (see 
Table 21 for a summary):  
 
Table 21: Rating of main suppliers by retailers on price (P)
151, quick response (QR)
152 
and flexibility (F). 
 
Country
153   Retailer 1  Retailer 2  Retailer 3
154 Average   
  P QR F P QR F P QR F P QR  F 
Bangladesh  5  2 1 5  2 2  -  -  - 5  2 1.5 




3  4 4 3  5 4 1  5 5  2.3 4.6 4.3 
Turkey  -  -  - 3  4 4 1  4 4 2  4  4 
Indonesia  -  -  - 5  1 1 5  2 2 5 1.5 1.5 
Note: 1 = worst, 5 = best.  
Source: retailer interviews.  
 
Predictably, two groups emerge, the low price, slower and less flexible suppliers (with 
Bangladesh assessed as having a slight edge over Indonesia); and the pan-European, higher 
price, more responsive group. Perhaps reflecting the greater role of indirect supply in this 
                                                  
149 This draws on the methodology used in Schmitz and Knorringa (1999) and Dunne (2000).  
150 Quality was felt to be a ‘given,’ (i.e. buyers would not buy a product that does not meet their quality specifications) 
or else too firm (rather than country) specific. Design was in most cases not a factor for consideration either because 
retailers provide design, or for core product design is not an issue.  
151 For retailer 3, this was judged only on wage costs, rather than transport and input costs, which may explain some 
of the variation in the ratings by this informant compared to the others.  
152 One informant noted that QR is heavily dependent on fabric availability, rather than manufacturing itself. 
153 Countries are included where at least two respondents gave answers. Admittedly, this is a very limited basis and 
would need to be tested more widely to perceive consistent results.  
154 For retailer 3, quick response and flexibility were conflated, though more generally this was understood to mean 
e.g. flexibility in responding to size/ nature of order (variations).  
155 For retailer 1, the country of reference was Tunisia, for retailers 2 and 3, Morocco. These are paired because of 
geographical proximity and because retailers seem to regard them as equivalents.    74
latter group, there is more variation in the responses for this category. On this limited basis, 
the North African countries appear to have a slight edge in this group, when all scores are 
considered, particularly on quick response and flexibility.  
Retailers’ perspectives on which countries had developed their capacity in the last five years, 
revealed that Bangladesh, particularly, was felt to have improved the quality of its product, 
production facilities and ‘ethical behaviour’ (i.e. conforming to required labour standards) 
offering both excellent price and quality. Thailand and China were also thought to be 
becoming ‘all round performers’. Market demands were thought to be at the root of these 
changes, e.g. buyer’s competition for price points translating into guidance to suppliers. A few 
suppliers were recognised as having independently developed their own capacities (e.g. 
through R&D investment). There may be a tendency of buying firms to underplay the 
contribution of suppliers to improved performance.  
 
Shifts in geographical sourcing noted by retailers for the last five years, responding to 
changes in relative performance, included:  
 
•  Decline in Hong Kong, due to costs (one buyer noted the same trend for Sri Lanka 
because of the ‘influence of Hong Kong investors’)  
•  Dramatic growth of Bangladesh at expense of China, which has lost out both because of 
quota problems and because of cost, and also from Eastern Europe for quality (Poland) 
and cost reasons.
156 
•  Indonesia has lost out to Thailand and Bangladesh for political instability reasons  
•  Turkey, Europe, Tunisia are stable.  
•  Morocco is increasing at expense of South Africa (tailoring, knitwear – largely on the basis 
of lead times)  
•  UK lost out to South Africa (in men’s tailoring) on cost basis.  
 
Since these comments originate from retailers and relate to both specific product groups and 
the whole range, they are only indicative. There is some consistency with the findings in the 
trade data analysis (note though this is for slightly earlier period 1993-7). Trade data confirms 
the strong position and improving position of Bangladesh, especially in the knitwear category 
as well as other big improvements for Vietnam, Romania, Bulgaria and Slovakia, with 
improvements focused on those countries that have been able to meet rising demand for 
knitted products. Poland also shows a slight decline in position in woven products, consistent 
with the comment here, but a rapid growth in the UK market specifically.  Hong Kong, 
Thailand and Singapore are all losing market share according to the EU trade data which also 
confirms a relatively weak performance of South Africa. Morocco and Tunisia are showing 
very rapid growth in the UK market from a low base.  
 
On the other hand, the apparent losses claimed by retailers of China and Eastern Europe to 
Bangladesh are not borne out by the data – which shows that China has maintained its share 
in EU as well as UK clothing imports and that CEEC countries overall have significantly 
increased theirs. This underlines the difficulty of generalising patterns from the observations 
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of small numbers of individual buyers, which may be based on small volumes or particular 
product lines.  
 
Two informants, when asked about the rapid rise in bra exports to the EU from some 
countries, attributed this to (UK) manufacturers/retailers going offshore. Two factors are at 
work here – an increase in supplier capacity and a general rise in demand related to both 
consumer habits and marketing.
157   
 
Trade preferences and sourcing decisions 
Although retail personnel are clearly aware of the broad trade policy trends in the clothing 
sector and how these affect costs and supply management (e.g. through quotas), interviews 
suggested that buyers and sourcing managers are not necessarily well informed about the 
detail of trade preferences. Trade policy is taken as something of a ‘given’ and, moreover, is 
only one of many factors influencing decisions. The relative importance of trade policy 
concerns varies depending on the type of retailer, product and size of order.  
 
For example, retailers gave different views on the influence of quotas on sourcing decisions. 
One response was that for some countries (e.g. Hong Kong) and certain products, quota had 
become expensive, leading to a shift in sourcing towards non-restricted and low-wage 
countries (e.g. Bangladesh). This might apply more to basic items such as cotton trousers 
with a wide range of suppliers. Another response was that although quota problems were 
encountered, this was not an insurmountable barrier, and it was more a question of ‘effective 
quota management,’ i.e. ensuring enough quota is bought up in advance. This might be the 
case for more specialised products (such as knitwear, bras), where particular countries or 
regions have developed a strong comparative advantage and where the product concerned 
represents a significant area of business for the retailer, so that quota management costs are 
outweighed by volume. In some cases, the unit price difference between quota restricted and 
non-quota countries is so large that the quota cost does not tip the balance.
158  
 
Views also differed on whether quota liberalisation underway via ATC will lead to a shift of 
retailer sourcing away from low-wage, non-quota countries back to formerly restricted 
suppliers. A lot will depend on relative tariff rates once quota removal has been implemented, 
and the ability of existing suppliers to expand capacity and meet quality and other standards, 
without significantly increasing wage costs. One informant felt that concerns about the 
possible decline in demand for clothing in Bangladesh were unfounded – on the basis that 
wage costs in Southern China have risen well above their levels in Bangladesh.
159  Given 
Bangladesh’s strong performance, as seen in section 2, and the likely continued advantages 
to be offered to LLDCs under the reformed GSP, it will probably continue to be a favoured 
supplier as long as tariff advantages and relatively low wage costs remain.  
 
There is clearly awareness among retailers of new opportunities opening up through PTAs 
with the EU. Turkey’s entry into a Custom’s Union with Europe (in 1997/8) was specifically 
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mentioned as a positive factor in decisions to source from there.
160 An industry specialist 
highlighted the EU-SA Free Trade Agreement as a factor (among others) in resuscitating 
interest in sourcing from South Africa among UK retailers.
161  
 
Trends affecting sourcing patterns and buying practices  
 
Reduction in the supply base  
A major trend in UK-EU clothing retail in the last five years has been a rationalisation of the 
supply base of large retailers. This phenomenon is widely noted in the literature, and was 
confirmed through interviews with all stakeholders. Littlewoods, for example, are undertaking 
a huge rationalisation of their supply base. For clothing only, they have reduced the number 
of suppliers from 1200 to 250 worldwide.
162 C&A, equally, reduced their number of active 
suppliers, from 5200 in 1996 to 1300 in 1999 (SOCAM, 1999) and are planning to reduce this 
further to 800.   
 
Preferred supplier programmes and related supplier performance assessment systems are 
used among most retailers, whereby retailers concentrate their supply base and increase the 
proportion of their product bought through preferred suppliers. A smaller percentage of 
additional suppliers (referred to as ‘fringe’ suppliers) are retained to add flexibility and novelty, 
to reduce risk or to meet specific requirements in particular markets.
163 This strategy has cost 
reduction, control as well as quality rationales, the latter through establishing closer, more 
long-term relations, which emphasise product development.
164 This implies that preferred 
suppliers would have to have the capacity to supply (whether through direct production, 
subcontracting, or sourcing) a wider range of merchandise.  
The basis on which firms ‘made the cut,’ or not, did not emerge clearly from interviews either 
with buyers or suppliers. An interview with one supplier in South Africa, who had lost a major 
contract after a 10-year history with a major UK retailer, suggested that performance criteria 
were not obviously the reason, and that there was a lack of transparency in the process of de-
selection. Supplier capacity to turn over high-volume orders may be a critical issue. Another 
factor may be ethical trading considerations, which seem to be a reason for terminating 
relations with suppliers.  
 
Rationalisation of the supply base relates more to reducing the numbers of firms in a given 
country or region than to reducing the geographical area of sourcing, which if anything is 
becoming more dispersed (as seen in section 2). It does not make economic sense, in terms 
of transactions costs, for buyers to have multiple relationships in a given country. However, 
preferred suppliers are not necessarily themselves the main producing units. What seems 
likely is that a ‘first tier’ of larger-scale suppliers is being retained, who are subcontracting to 
                                                  
160 Retailer interview.  
161 Emma Ormond, personal communication.  
162 The time period for this change is not clear.  
163 An example was given here of the need to source a particular range in France, because of the preferences of 
national consumers (retailer interview).  
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or sourcing from a wider base of smaller production units. Otherwise, even with considerable 
direct capacity expansion, it is difficult to see how one fourth of the production base could 
maintain the same level of supply.  
A further implication of this rationalisation is that individual retailers’ share of the output of 
suppliers may be increasing, with potential implications for the bargaining power of retailers 
relative to manufacturers. All companies appear sensitive to suppliers having relations with 
close competitors, but retailers vary in the extent to which exclusivity is seen as important.  
Littlewoods, for example, reported that in most cases they represent 30-40 percent of the 
product of any one supplier. In one or two cases, they are buying 100 percent of product of 
some suppliers, but this is apparently not considered an optimal situation. Suppliers often 
reported having at least one major customer who constituted one quarter to one third of their 
supply and clearly there were concerns about excessive dependency.
165  
 
Rising cost pressures 
Interviews with suppliers also suggested increasing pressure to deliver the same or better 
quality product at lower or no increased cost. This is in part because of increased competition 
and price deflation in UK retail markets as well as to offset increased costs of design, 
marketing etc at the higher value end of the market. Pressures may be particularly strong in 
the ‘core’ or lower value product area where margins tend to be narrower and the competition 
from discount stores is forcing retailers across the board to push down entry price points. 
South African suppliers reported downward pressure on both final retail prices of their 
products sold in the UK and on the retailers’ buy-in price. One supplier noted that men’s 
trousers they are supplying to a UK retailer had fallen in sales prices from ₤18.99 to ₤16.99 
and although the buy in price had been maintained there was clearly pressure on costs. 
Another supplier noted that the buy in price for wrinkle-resist trousers had fallen from ₤7 to ₤5 
in the last 5 years, reflecting a retail price drop from ₤28 to ₤20.
 166 
 
Pressures are also evident to reduce transactions costs and squeeze time efficiencies out of 
the chain through increasing buyer oversight across the length of the chain is apparent e.g. in 
direct fabric sourcing and by cutting out intermediaries.  One retailer reported 15-25 percent 
margins of importers vs. 3-4 percent added to cost where they import directly.  
 
Increase in direct buying.  
Both C&A and Littlewoods reported an increase in ‘direct buying’. This reduces number of 
transactions and costs (see above) and increases their control over the supply chain. For 
example, Littlewoods currently buys 29 percent of its clothing product direct from offshore 
factories with which it has contracts. Of this, two thirds (19 percent of overall total) of 
contracts are placed via their own overseas offices, which do the quality assurance and 
merchandising. The remaining 71 percent of their clothing product is currently sourced 
indirect via importers, of which 62 percent and 9 percent (of the overall total) comes from 
overseas and the UK respectively. This compares with five years ago when 91 percent of 
supply was indirect. Their current target is for a direct supply of 45 percent. C&A source 
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approximately 50-55 percent of their products from importers, the remainder is bought direct 
through their Mondial network (see above). 
 
Increased frequency and flexibility in buying  
Views are mixed on whether there is any increase in the frequency of orders, and may 
depend on whether the buyer is mainly retailing basic or fashion products. In general, 
evidence points to an increase in the number of orders, as retailers have moved away from 
two traditional buying seasons to as many as six changes of stock per year. The introduction 
of mid season orders, and the ‘non-replenishment’ approach of some retailers may be 
underlining this trend towards more frequent, smaller batch, more flexible orders. Retailers 
specialising in mail order (and e-commerce or other direct sales channels) tend to place 
smaller more frequent orders because of the different nature of distribution channels, so that 
increases in the shares of these channels could have a similar effect.  
 
Underlying this is a broader move away from forward buying or advance booking pre-season, 
to greater flexibility in budgeting.  C&A reported smaller buying budgets and a need to retain 
greater flexibility in these. M&S also reports a move away from advance buying all budgeted 
sales. For the spring 2001 season, M&S decided to buy 50 percent of (non-core) product with 
long lead times, 40 percent closer to season and 10 percent during the season itself. (Marks 
and Spencer, 7 November 2000).  
 
Retailer involvement in fabric sourcing  
Many retailers have teams of fabric specialists who travel the world with a library of swatches 
and negotiate fabric prices with textiles firms. In some cases, the practice of booking fabrics 
on behalf of suppliers is increasing or else being newly introduced. One buyer reported that 
the proportion of orders where the retailer was involved in booking fabrics had risen from 10 
to 40 percent of orders. Since textiles mills give a percentage discount to suppliers (over time) 
on large, long-term orders, retailers wish to capture these economies through ordering fabrics 
across a wide range of suppliers - and to ensure that any discounts are captured by the 
retailer, rather than the supplier. The time factor is also critical because delays in sourcing 
fabric slow down response time.  
 
Ethical sourcing 
Codes of conduct (CoC) or sourcing principles for clothing retailers have proliferated since the 
early 1990s in the EU as well as the global garments industry. Multi-stakeholder initiatives 
(such as the UK’s Ethical trading initiative - ETI) have brought together retailers with NGOs 
and trade unions to negotiate codes and principles of implementation as well as testing 
models of monitoring. Branded manufacturers and merchandisers, high street multiples, 
specialist chains and supermarkets have all been involved though with big brand names, 
particularly in the US, and quality specialists taking the lead. The independent sector has also 
begun to develop an interest in this area.
167 Discount retailers are less concerned with ethical 
considerations.  
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The motivations behind this trend are complex, reflecting a response to public criticism, and 
concerns with brand image and reputation management, with direct implications for market 
share, on the one hand, and genuine commitment to improving the labour standards of 
workers in supplier companies on the other. It is the major branded manufacturers (e.g. 
Levi’s, Nike), as well as chains like The Gap which have a strong brand image that have been 
the main targets of public protest regarding their labour practices, particularly in the US, and 
thus in the vanguard of retailers taking up this issue. C&A have also been a major target of 
protest over the past decade regarding conditions in their supplier factories, particularly via 
the Clean Clothes Campaign in the Netherlands. Following its decision to move offshore, 
M&S has also faced some negative publicity over labour standards among suppliers. These 
pressures have been a major stimulus to company development of codes and monitoring 
systems.  
 
There are considerable variations in the approaches taken, in terms of the content and 
coverage of codes and of monitoring systems used. Companies differ in:  
 
•  The range of labour rights specified and their relation with ILO Core Labour standards and 
national government legislation;  
•  The coverage across companies’ suppliers; 
•  The coverage of codes along of the supply chain (i.e. whether they reach or right down to 
subcontracted workers in the informal sector, or only the first tier firms);  
•  The use of internal or independent systems of monitoring used (involving either private 
auditors or non-government actors).  
•  Whether internal monitoring systems are separate from quality assurance teams with a 
broader remit;
 168 
•  What happens when standards are not met;  
•  How the costs of monitoring and the costs of improving standards, where necessary, are 
distributed between actors in the chain.
169  
 
Two main consequences of this development for suppliers are increased costs (where they, 
rather than buyers pay the costs of monitoring) and increased surveillance of their operations, 
itself with associated costs. C&A reported initial resistance from importers to revealing the 
identities of their suppliers – even to the extent of falsifying addresses. The dynamic 
introduced by codes of conduct may also be a factor in the push towards a more consolidated 
supply base (in order to reduce the costs of monitoring standards), shorten the supply chain 
and cut out intermediaries. This may imply squeezing out small and particularly informal 
production units both in order to reduce the risk of exposure to violations and to reduce the 
costs of monitoring.  Retailers are keen to emphasise that failure to comply with ethical 
trading principles will not be tolerated. Willingness to comply with these standards is a 
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precondition for doing business in at least some cases and relations have been terminated 
with suppliers where they have persisted in not meeting these standards.
170  
 
Suppliers interviewed in South Africa appear to accept this development as a given of the 
trading environment
171 and, due to relatively strong labour regulation in South Africa, do not 
perceive any major problem in compliance. These were mainly established and relatively 
large-scale exporters, however (see below). Other reactions were also apparent: one supplier 
described ethical trading as ‘hypocrisy,’ when companies are shifting sourcing from countries 
like South Africa which has relatively strong labour regulation and a well organised labour 
force, to others (like Cambodia) where little labour protection or organisation exists.
172  
 
Supplier performance management systems 
With the development of preferred supplier programmes and increasing buyer concern with 
controlling margins, quality assurance and other standards, major retailers are introducing 
supplier performance management systems. These inform decisions about whether the 
renew contracts with suppliers or not. In some cases, information on supplier performance is 
made directly available to the firms concerned. If performance is deemed to be poor, they will 
normally be quickly informed of the situation. In some cases, suppliers have access to direct 
information on how their product is selling.  
 
For example, C&A buying teams monitor suppliers against value bought, value sold, profit 
and turnover, adjusted if goods are marked down. The bottom line consideration here is 
maximum profit percentage per supplier. The value of returns for faults is also monitored and 
suppliers are charged for this.
173 In Littlewoods’ supplier assessment system, firms are rated 
seasonally by buying, merchandising and quality assurance personnel, with input from 
design, finance, logistics and ethical trading departments, and more frequently for major 
suppliers or problem suppliers. Suppliers are scored numerically on a ‘best guess’ basis on 
criteria including timely delivery, quality, ‘buying-in’ margin, accuracy of documentation, 
understanding of Littlewoods’ strategy, financial soundness and communication. Monitoring 
for ethical trading principles is done separately (see above). A poor review on finance or 
ethical trading criteria may result in disengagement with the supplier.
174  
 
Reasons for terminating relations with suppliers may be made on a purely commercial basis 
and retailers vary in their approach to this. Some might cease trading fairly abruptly with a 
supplier after a couple of seasons, if a supplier is not meeting performance standards set, 
and/or they are not a good ‘fit’ with the company image.
175 Others may take a more long-term 
view, and give suppliers some warning that they are likely to withdraw, whether for cost or 
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172 Interview with supplier, South Africa.  
173 Chris Williams, personal communication.  
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other reasons. On the other hand, refusal to comply ethical trading criteria may lead to 
relations being terminated on the spot. 
176  
 
4.6 Concluding comments  
 
In contrast to the relatively homogeneous, unified US market, there remain many variations in 
the European market for clothing, and barriers to the emergence of a unified market. These 
include variations in labour and property costs, as well as in demographics, culture, shopping 
habits and tastes.  In Southern Europe, local legislation has acted as a brake on the 
development of very large retail chains and stores, in contrast to Germany and the UK. In 
Germany, mail order is very strong (e.g. through giants such as Otto Versand) whereas Italy 
has virtually no mail order retailing. Italy and Spain have developed their own models of 
integrated production and retail, through private chains such as Benetton, Mango and Zara. In 
Germany and the Netherlands, there are strong buying groups which service the independent 
retail sector, providing economies of scale for smaller retailers, but which do not exist in other 
countries. The UK is moving towards a ‘US model,’ with the entry of discount stores, 
particularly Walmart, as major players in the clothing retail market.  
 
Because of these variations and fragmentation of the market overall, it is difficult to isolate a 
distinct model for the ‘buyer driven’ process of restructuring corresponding to that identified 
for the US retail sector, with discount retailers and branded merchandisers setting the trends 
for the sector.   
 
The preceding analysis shows that sourcing strategies vary according to the size and 
category of retailer – as between those which are positioned as leading European retailers, or 
even globally and those which are serving sub-regional or national and local markets. Market 
segment and product type, as well as historical, cultural and geographical ties also influencing 
sourcing patterns. These factors are to some extent overlapping.  
 
In the European clothing retail market, sourcing patterns are characterised by greater 
geographical dispersal, smaller and more direct orders, and often longer-term buying relations 
than in the US market. But major changes are also apparent, with increasing concentration 
and competition in the EU clothing sector. These include consolidation of supply chains, 
greater control of (large) retailers over suppliers and over the whole chain and a weakening of 
previous cultural or geographical loyalties with the emergence of new, low cost suppliers and 
a more global retailing outlook. What is less clear is how the changes brought about by larger 
retailers are impacting on smaller retailers and the independent sector, or whether a distinct 
set of changes is happening in this channel. Given the large share of independent retailers in 
the EU market, this is an important gap in knowledge.  
 
These trends impact on suppliers through increased risk, pressure on margins and demands 
to meet higher quality and other standards as well as be more flexible in both product variety 
and response times. Some suppliers have been cut out of direct relations with major EU or 
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UK retailers and reduced to subcontracting or finding alternative distributors or retail outlets. 
More stringent retailer requirements and performance management systems imply a process 
of differentiation among suppliers, which will sift out those who can meet these exacting 
standards from those who cannot. This process would seem to favour larger and more 
technologically advanced firms, although this in itself is no guarantee of continued contracts.  
 
The following section explores how changes in the EU and especially UK retail sector have 
affected buyer-supplier relations between the UK and South Africa. Although South Africa is 
small supplier to the EU, about half of its clothing exports go to EU - and primarily the UK - 
market. Changes in the UK retail sector thus have significant impacts on exporting firms in 
South Africa, and through them on the wider industry. South Africa is also an interesting case 
because it is now the beneficiary of relatively preferential trade access under the EU-SA FTA.  
 
5.  Impacts of EU clothing trade and retail sector restructuring on South African 
suppliers: A case study  
 
5.1 Background to South Africa’s T&C sector  
 
Production and consumption 
South Africa is a large producer of raw wool and cotton, and also manufactures textiles and 
clothing. Within manufacturing, T&C constitutes the sixth largest industry constituting about 
10 percent of enterprises, 15 percent of (formal) manufacturing employment and seven 
percent of net output (OETH, 1997: 83). Between 1972 and 1993, T&C accounted for 8.3 
percent of South Africa’s manufacturing exports, 4.7 percent of imports and 4 percent of 
merchandise exports (1 percent clothing, 3 percent textiles (Salinger et al, 2000: 42). The 
industry is geographically concentrated, with the main T&C producing centres located in the 
Western Cape around Cape Town and in Kwazulu Natal (KZN) around Durban (October, 
1996; Prinsloo, 1996). Production capacity is also found, and increasingly being located to 
lower wage areas, such as the Eastern Cape.  
 
The clothing sector in these areas has distinct characteristics. In the Western Cape, there are 
strong links between manufacturers and formal retail sector, with most major retailers having 
their headquarters in Cape Town. Production is oriented towards the domestic fashion market 
and exports. The Western Cape has a relatively high share of technologically advanced, 
larger enterprises
177 and a corporate orientation, as well as a significant, much less 
developed or organised, small enterprise sector, and a growing trend towards informalisation. 
By contrast, in KZN / Durban, production tends to be mostly focused on the lower value end 
of the domestic market – although with pressures from imports this is now shifting – and on 
‘commodity’ (low value) exports to the US and elsewhere in Africa. There are a large number 
of smaller
178, and many informal, firms, particularly Cut Made and Trim (CMT) businesses, 
with a high degree of vertical disintegration. The entrepreneurial base is more diverse and 
organised, and strong links to informal retail channels in this region. Because of its strong 
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focus on the domestic market, production is also highly seasonal (October; Prinsloo; Salinger 
et al, op cit; House and Williams, 2000.) 
 
The overall size of the domestic clothing market in 1995 was US $4.1 billion, of which half 
was in women’s wear, 30 percent in men’s with the latter rising faster. In 1995, 5 percent of 
consumption (by value - 15 percent by volume) was imported, with a trend towards rising 
imports (see below). Domestic demand is stagnating particularly in the lower value end of the 
market, so that retailers and producers are being forced to move upmarket and there is 
increasing struggle over retail market share (Harrison; House and Williams, op cit.). The 
clothing retail sector is highly concentrated and wields considerable power over 
manufacturers (Harrison; OETH; Dunne, op cit). Five percent of companies have 50 percent 
of turnover, mainly the large chains and department stores. However, at least one third of 
retail sales are through informal clothing markets with imports playing an increasing role here.  
Restructuring in the SA garments sector 
There is a major process of restructuring and regional consolidation of the clothing value 
chain underway in Southern Africa, as a consequence of changes in the trade regime at 
international and regional levels, as well as in both domestic and global retail markets.  
 
Clothing firms in South Africa have faced major competitive pressures in the last decade, with 
some similarities to the pressures on the EU industry described in section 4, as well as some 
distinct features. Key factors include (Altman, 1994; House and Williams, op cit.): 
 
•  Stagnation in domestic demand, linked to poor overall economic performance and the lack 
of growth in spending on clothing;  
•  A massive increase in both legal and illegal imports (mainly from East Asia)
179, related in 
part to tariff reduction, but also to poor enforcement of existing trade regulations, 
especially in the early 1990s, leading to a collapse in domestic demand in the low value 
segment; 
•  Restructuring in the SA clothing retail sector, featuring price wars, the entry of new 
discount operators (e.g. Mr. Price) and increasing offshore sourcing;  
•  A factor mentioned by some employers is rising labour costs related to increased 
regulation post 1994; 
•  Lack of investment in upgrading machinery, production and management methods and 
workforce skills, resulting in low productivity.  
 
Manufacturing firms have adopted a range of strategies to cope with this crisis, including 
(Harrison; House and Williams; Salinger et al, op cit..) 
 
•  Relocating production to lower wage areas in South Africa; 
•  Setting up new capacity offshore. Countries cited were Madagascar, Botswana and 
Lesotho;  
•  Setting up as ‘design houses’ and subcontracting production to CMTs; 
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•  Closing down and/or deregistering; 
•  Moving into importing for the domestic market. 
•  Moving into retail (in SA and elsewhere in the region or further afield, e.g. Australia, 
California).  
•  Upgrading production facilities and increasing the share of production targeting export 
markets 
•  A variety of strategies to reduce fixed labour costs (see below).
180 
 
The South African government has recently identified T&C as a priority sector, in view of the 
need to stem further decline, exploit potential export opportunities in a competitive world 
market, and realise employment generating potential. DTI (SA) is actively pursing a regional 
strategy in this respect, in consultation with other key stakeholders, including unions, 
employers and retailers.
181 Specific measures to develop exports are a key part of this 
strategy (South Africa, 2000.) 
 
5.2 Trade in the SA clothing sector 
 
T&C Trade policy in South Africa 
Until the early 1990s SA has been relatively isolated from international markets in the T&C 
sector. The sector has also benefited from a high degree of protection in terms of tariff levels, 
which although falling progressively remain at around 37 percent for clothing imports.
182 Since 
1994, SA has become more exposed to world markets. In 1995 it joined WTO and 
consequent on its membership a process of progressive tariff reduction is underway (more 
details on this below). SA is also lead player in the negotiation of regional trade agreements 
(SACU, SADC), which will affect trade flows within the region and establish common external 
tariffs.  
 
On 1 Jan 2000, a free trade agreement (EU-SA FTA) with the European Union came into 
force, following lengthy negotiations. As T&C exports were not subject to special provisions 
(quotas) with the EU under MFA, they fall under the general provisions for progressive tariff 
liberalisation in the industrial sector of the FTA. A further more recent development is the 
passing of the US Africa Growth and Opportunities Act (AGOA) – now incorporated into the 
US Trade and Development Act - which provides for duty free access of textiles and clothing 
exports to the US for an 8 year period.
183  
  
The FTA between the EU and South Africa provides for a phase down of tariffs on SA exports 
to the EU. There are two main product lists, which specify a three-year and six year phase 
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down, respectively.
184 Under the FTA South Africa has undertaken to phase down its tariff 
rates for textile and clothing products to 40 percent of the MFN rates over a period of 9 
years.
185 As South Africa enters the third year of tariff reduction for its exports to Europe in 
2002, there is increasing interest among European retailers in SA clothing exports.  
 
South Africa’s clothing trade  
A relatively small, though rising share of South Africa’s T&C production is exported.  
(Figure 16). In 1990, 5 percent of clothing production was exported rising to 10 percent in 
1997. For textiles the comparable figures were 14 percent and 19 percent.
186 North America 
and Europe accounted for nearly two thirds (68 percent) of total clothing exports in 1992-5.
187 
The third most important market is the Southern Africa region. (Salinger et al, op cit.: 47). This 
concentration in regions is further marked by a concentration within regions on one or a few 
specific countries (ibid.) reflecting South Africa’s relative newcomer status on world markets.  
 
For 1999, total clothing exports were valued at 1.3 billion Rand. Of these, 31 percent went to 
the EU, and 54 percent to the US indicating a major shift in share towards the US in the last 5 
years (1999 TIPS data). Overall, exports have grown by 113 percent 1995-9 in Rand value. 
Exports were expected to increase further in 2000. The pattern is for EU exports to come from 
urban Cape Town and to a lesser extent Durban, whilst the US market is served mainly from 
more decentralised, lower wage areas.
188 
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186 Rashad Cassam, TIPS, personal communication.   
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188 Jack Kipling, CEC, South Africa.  
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Source: Calculated using data supplied by Trade and Industrial Policy Secretariat (TIPS),  
Johannesburg 
 
The proportion of export sales to the US is much higher for knitted (HS61) than woven (HS62) 
garments, with the opposite true for Europe. 41 percent of woven exports go to Europe 
compared to 23 percent of knitted exports. The US is the number one market for South 
African shirts, T-shirts and knitted suits while UK markets take a larger share of men’s woven 
suits, bras, men’s and women’s underwear and baby garments. Germany is the number one 
market for hosiery. (1999, TIPS data.). Exports are rising more rapidly in the knitted sub-
sector confirming the tendency for the share of the US market to rise. 
 
Imports of clothing have also risen rapidly – according to official data – with the suspicion also 
that many more unrecorded imports enter the country. In 1999, 408 million Rand worth of 
knitted and 671 million Rand worth of woven imports came into South Africa, compared to 
409 million in 1995, mostly from China and Malawi, as well as India, and Hong Kong. This 
represents a growth of 164 percent 1995-9 in the Rand value of imports (some of this 
apparent import growth may reflect devaluation effects.)  
 

















Source: calculated from TIPS 1999 data.  
 
 
5.3 South Africa-EU Clothing trade: trends and prospects 
 
Trends in SA-EU clothing exports 
In 1996, the EU was South Africa’s largest trading partner in T&C with the UK and Germany 
most prominent, followed by Italy. EU imports from South Africa almost doubled between 
1990-6 and exports have increased in the same period by two thirds, giving the EU overall a   87
positive trade balance of some 70 million ECU (European currency unit) in 1996. Textiles 
dominate this trade: about two thirds of SA exports to Europe are in textiles and 85 percent of 
EU exports to SA are textiles. The EU had a positive trade balance in textiles, and SA in 
clothing. Clothing exports to the EU grew by 130 percent over the 1990-6 period, while for the 
EU clothing exports to SA grew faster at around 300 percent in the same period, though from 
a very low base (OETH, 1997: 94-5).  
    
Overall, South Africa exported 400 million Rand in value of clothing to the EU in 1999, of 
which about 245 million (60 percent) was in woven garments and the remainder in knitted 
garments. 
   88
General trends 
•  Reviewing the value and share of SA T&C exports into the EU by main product categories, 
and the growth in shares 1993-7 reveals a very low and generally weakening share (esp. 
in clothing, better in textiles
190) (up to 1997).  
•  For HS61 and HS62 combined, the share of extra EU imports fell by 40 percent from 0.26 
to 0.16 percent, by 40 percent.  
•  For HS61 (knitted) SA had 0.2 percent share of extra EU imports in 1993, falling to 0.1 
percent in 1997; for HS62 (woven), SA had 0.3 percent of extra EU imports in 1993, falling 
to 0.2 percent in 1997.  
•  The value of SA exports to the EU continued to rise for knitted products (HS61) increasing 
from 10.7 (million ECU) in 1995 to 26.6 million in 1999. By contrast, performance in woven 
garments (HS62) was weak, with a slight fall in value over the same period, from 41.6 to 
41.5 (million ECU).  
 
Destination markets 
Table 22 below presents the trends in SA exports to major markets in the EU. Some major 
trends can be noted from this table:  
 
Table 22: Value and percent share of SA clothing exports to EU countries 1995-9 
 
 UK  GE  FR  IT  IR  BE/ 
LUX 




14505 4974 2855 786 1531 1559 71 336  26617 
1995 33.2  51.7  6.9  0.7  0.2 0.5 2.4  4.4  100 
1997 57.2  28.5  7.0  2.6  2.1 0.1 1.0  1.5  100 




37065  720 554 119  1343  176 85  1398  41460 
1995 70.8  20.2  3.2  0.8  0.2 0.2 2.7  1.9  100 
1997  83.4 7.4 2.5 2.2  0.6 1.9 0.3  1.7  100 
1999  89.4 1.7 1.3 0.3  3.2 0.4 0.2  3.5  100 
Source: calculated from EU data.  
 
•  A high share of SA exports to the EU enters the UK market. For knitted products (HS61), 
this is over 50 percent
191 and for woven (HS62) 90 percent. In this latter category, the 
share of the UK in SA woven garments’ exports to the UK has increased considerably 
whilst that of Germany has fallen dramatically. 
•  The shift out of the German market has occurred in both knitted and woven, but especially 
woven. The most important cause is the diversion of sourcing of clothing in Germany to 
Eastern Europe, Turkey and former CIS states.  
                                                  
190 In HS51 (wool), SA had 6.6 percent of extra EU imports in 1993, vs. 4.7 percent in 1997. Note that absolute value 
of exports was still rising over this period. In HS52 (cotton) the share was stable over the same period at 0.3 percent, 
while in H54 (synthetic filament yarn and fabrics), it fell from 1.4 to 1.2 percent.  
191 South African data gives a figure of 64 percent for UK share of SA-EU knitted garment exports.    89
•  With the exception of Ireland, there is a decline in the share of almost all other countries 
1995-9 in total SA exports to the EU, showing a geographic concentration process.  
•  The increasing concentration of relatively static woven exports on the UK market, with the 
share of SA exports to EU of UK in this category rising from 70 to nearly 90 percent 
demonstrates the vulnerability of SA producers to changes in sourcing and buying 
practices of UK buyers.  
 
Product analysis 
Table 23 below gives a more detailed breakdown of the shares, values and growth rates of 
the dominant products exported by SA to the EU at 4-digit level, in both knitted and woven 
categories. The following trends are notable:  
 
•  When broken down into sub-categories, there is a high degree of concentration on a 
relatively small range of products, again more so in the woven than knitted category. Here, 
the concentration is on men’s or boys suits, jackets, ensembles and trousers etc. 
(HS6203) - which makes up 60 percent of exports in category HS62 by value - women’s 
suits, ensembles etc. (HS6204) - which make up 19 percent of exports in this category by 
value and bras (HS 6212), which comprise 9.4 percent of HS62 exports.  
•  With respect to knitted products (HS61) jumpers (HS 6110) is the biggest single category 
(28 percent), followed by hosiery (HS6115) - 18 percent - and women’s suits etc. 
(HS6104) - 13 percent.  
 
Table 23: Growth rates in share of main product subcategories in SA exports to EU, 





Description 1995  %  share 
of product 
category 
1999 share  Growth in 
share % 
1999 value  
(1000 ECU) 
61 – knitted          26618 
6110 Jerseys,  pullovers 
etc. 




24.1 17.6  -27  4678 
6104 Women’s/girls’ 
suits etc 
9.5 12.8  34.9  3419 
6112  Track suits, ski 
suits.. 
24.9 10.3  -58.5  2751 
6109  T shirts, singlets 
vests etc. 
8.6 8.9  2.8 2363 
6103 Men’s/boys  suits 
etc 
5.8 5.5  -5.3  1469 
62 – woven          41459 
6203 Men’s/boy’s  suits 
etc 
61.9 60.3  -2.5  25007 
6204 Women’s/  girls 
suits etc 
16.6 19.0  14.4 7857 
                                                  
192 Products are featured here if they constitute more than 5 percent share of the overall category.   90
6212 Brassieres,  girdles  5.8  9.4  62.4  3905 
Apart from these main product groups, other products for which share of SA exports to EU is 
growing fastest are: babies garments (both knitted and woven
193), felt garments, men’s 
(knitted) and women’s underwear, women’s blouses (knitted). All of these constituted (in 
1999) less than 3 percent share of their respective categories and had share growth rates of 
between 90 and over 2000 percent (knitted babies garments) over the four-year period.  
 
Prospects for SA-EU trade 
The specific niche occupied with respect to the EU (and principally the UK) market is in 
quality, reasonable priced product, such as tailored clothing and some areas of production 
(knitwear, hosiery, bras), which require greater capital investment and skills than standard 
woven products.  
 
In terms of access to the EU clothing market, SA is in a vulnerable position because of its 
concentration in one market (UK) where retail competition is extremely fierce, particularly 
among the established middle market players who seem to have been the main buyers of SA 
products and who are under considerable pressure both from discounters and relatively new 
fashion oriented specialist chains. The former source mainly on low cost, while the latter rely 
heavily on short lead times and flexibility in production for a high proportion of their product. 
High costs and distance from the major industrialised country markets (shipping time to 
Europe is approximately two weeks; in practice lead times may be several months) reduces 
SA producers’ flexibility in responding to fashion trends. In this sense it has comparative 
advantage neither in low cost standard products (which tend to be sourced in more distant, 
but lower wage Asian countries), nor in high fashion products, which must reach retailers with 
very short lead times (and which tend to be sourced in countries on the European rim).  
 
SA suppliers and industry expressed different views about what types of products would be 
viable in terms of future SA exports. Some were relatively pessimistic about prospects for 
major increases in exports to Europe, except for some very specific niche areas (e.g. bras, 
underwear). Others saw a wider range of growing opportunities, e.g. in sports and 
leisurewear, school wear and ‘African designs’. The likely major expansion in export volumes, 
however, is clearly going to come in the ‘value’ market, responding to short-term opportunities 
under AGOA and possibly export opportunities in the Southern African region.  
 
Whether the EU-SA FTA will lead to a significant renewal of clothing exports to Europe 
remains to be seen though there is clearly some interest among UK retailers. Apart from the 
UK, other important EU markets targeted by SA exporters are France
194 and, potentially, 
Scandinavia (interestingly Ireland was not mentioned, although it is one of the most rapidly 
expanding locations for SA exports in Europe). Germany is no longer seen as a viable market 
because of its shift towards CEEC suppliers.
195 With the advent of AGOA, many SA 
producers appear to be focusing more – though somewhat cautiously - on potential expansion 
                                                  
193 This may be a statistical artefact due to changes in reporting since 1995. 
194 The French knitwear market is now expanding, partly due to overspill from Mauritius, which is now ‘reaching 
saturation’.  
195 Jack Kipling, Clothing Export Council.    91
of exports to the US. More generally, the SA government is attempting to look towards ‘non-
traditional’ markets, for example, in Asia and Latin America, as well as the Southern Africa 




Breaking down major SA exports to the EU by product at 4-digit level, an attempt was made 
to identify likely competitors to SA’s exports in its main EU market, the UK. On the basis of a 
breakdown of main exporters for particular products to the UK, countries were identified 
whose exports to the UK are growing faster than those of South Africa and which current 
benefit from trade preferences relative to SA, or are likely in the near future to benefit from 
equivalent or trade preferences to South Africa.
197 
 
From this analysis the direction of competition for EU (UK) markets for products in which SA 
is currently specialised is likely to intensify in the following ways
198:  
 
•  In knitted suits, ensembles etc, from Bangladesh (which under proposals for LLDC access 
to EU markets may benefit from duty free access from 2005), Romania and possibly Sri 
Lanka; 
•  In knitwear, from Madagascar, which benefits from ACP preferences and North Africa. 
Asian exporters such as Cambodia, Myanmar and Laos are also emerging specialists in 
knitwear and may benefit from future LLDC preferences;  
In hosiery, from Colombia.  
In woven suits, trousers etc. (women’s and men’s), from Turkey, already at the top of 
the EU trade preference hierarchy, Bangladesh, Sri Lanka, as well as Morocco, and the 
Baltic and FRY states 
•  In bras, from Bangladesh, North Africa, Romania and possibly Sri Lanka.  
 
Interviews with SA exporters also revealed that competition is perceived to be coming from 
CEEC countries as well as Sri Lanka (particularly in woven) and from East Asia (for knitwear). 
 
Government and industry are beginning to mobilise in a concerted way to boost exports, after 
the poor performance of the sector in recent years, partly due to lack of policy coordination. A 
Clothing Export Council (CEC) has been formed to promote exports internationally and 
dialogue with government, with an attempt to broaden its representation beyond ‘traditional’ 
exporters, to include, for example, the Asian exporters.
199 Sector policies emphasise support 
to existing urban-based exporters, as the basis for expansion, with secondary attention to 
smaller firms’ capacity to deliver value added products in the medium term. Short-term 
opportunities to exploit the ‘value’ market are seen as important mainly to gain a foothold in 
                                                  
196 Interview, Peter Draper, DTI (SA), February, 2001 
197 Future relative trade preferences are not always clear, as they depend on ongoing bilateral and multilateral 
processes.  
198 This highly tentative analysis and would need to be refined at 8 digit level and by looking, for each competitor 
country case, at detailed relative trade preferences and trends in these.  
199 Said to represent about 20 percent of the sector (Hassim Randeree, President, Clothing Federation, Personal 
communication.)   92
the US market and to build skills for later movement into higher value segments (South Africa 
2000: 8-17).  
 
5.4 Firm strategies in EU export markets 
 
Profile of exporters to the EU 
The collapse of domestic demand has given rise to a major impetus towards export markets, 
both internationally and within the region. The feeling in some segments of the industry is that 
clothing firms must ‘export or die’. Exports are seen as necessary to regain capacity lost due 
to the demise in domestic markets. Margins are also higher on export production than on 
production for home consumption.  
 
About 80 companies are currently thought to be actively exporting clothing from South 
Africa.
200 These are unevenly distributed, with most concentrated around Cape Town, or in 
low wage areas supported by foreign investment, from Asia, and targeting the US market. 
Only around 12 companies in the Durban area are thought to be exporting to a significant 
extent.
201 Harrison (op cit) found that 12 out of 28 full line manufacturers in Durban were 
exporting (in the period 1992-6), suggesting that there has been little movement of new firms 
in Natal into export markets. At that time, most were exporting only a small proportion of 
production – between 2 and 25 percent – and around half export primarily to Southern Africa. 
This suggests expansion in exports is primarily an increase in volume from those companies 
already involved in export markets. Established urban suppliers supply about half of South 
Africa’s clothing exports (South Africa, op cit.).  
 
While some larger, foreign-owned CMTs are directly engaged in exporting, domestic CMT 
facilities are only marginally or indirectly involved in export, often for sub-regional rather than 
international markets. Foreign-owned CMTs export a high proportion of their output and are 
primarily targeting the US market. It is difficult for smaller CMTs to break into export markets, 
for a variety of reasons including financial constraints, limited technological and skills base, 
and lack of exposure (Harrison, op cit.). The lack of specialization of many CMTs and the 
poor quality of equipment and management in SMEs is also a major constraint to the 
expansion of export production overall, as large exporters reach capacity limits.  
 
Firm strategies and export markets 
Overall, the outward orientation of the sector to date, and the capacity of the SA clothing 
industry to react to trends in world markets (at least up to the early 1990s) have been limited. 
This is perhaps unsurprising given the relative isolation of South Africa from world markets up 
to this time. There is a tendency, for exports to be driven by changes in domestic demand, i.e. 
firms export once domestic demand is saturated (Salinger et al, op cit).  
 
To some extent, this picture is confirmed by interviews with suppliers, many of whom pointed 
to the collapse of the domestic market as the major factor motivating their movement into 
                                                  
200 Jack Kipling, Clothing Export Council, SA.  
201 Len Smart, Natal Clothing Manufacturers Association (NCMA).    93
exports. However, this may be changing as both firms and government become more 
proactive in promoting exports and are also distinct differences between firms in their relation 
to export markets.  
 
Table 24 summarises data based on interviews with suppliers in South Africa. Clearly this is 
not a representative sample, and is mostly focused on well-established suppliers. It does 
highlight, among this group, the move towards expanding the proportion of output exported 
and four quite distinct strategies to assist in these efforts, via expansion into retailing, via 
relocation to reduce labour costs, via upgrading quality to reach higher value added markets 
and through meeting capacity demands by outsourcing.   
 
Table 24: Profile of SA firms’ export strategies. 
 
























Increase proportion of 
exports to 60 percent. 
Considering moving 
production offshore 
3 15  years, 
esp. last 3 
50  
 








Moving into higher 
value added products 
Increase proportion of 
exports to 70 percent. 
4 15-20 
years  
40  Men’s wear, mainly  
woven trousers  
 Expanding  exports 
Capacity problems -> 
Out-sourcing 
 
Source: interviews with SA suppliers
202 
 
Although this analysis cannot be generalized, it suggests, quite different outcomes in terms of 
labour practices, depending on what segment of demand suppliers are responding to, and 
their strategy.  Those more likely to resort to outsourcing are probably moving into exports to 
fill the decline or gap in domestic demand – i.e. very much in reactive mode. More ‘pro-active’ 
exporters are more likely to be upgrading production, improving quality management systems, 
and, perhaps, shedding labour as a consequence (with investment in higher technology 
equipment).
203 Nevertheless, labour intensive processes may still be used for some segments 
of the production process and overall, , the tendency of export orders to demand longer runs 
poses a capacity problem for many firms.  
                                                  
202 In total, seven interviews were conducted with SA clothing suppliers. However, one was with a sourcing company, 
which had only just been established, another with a company focused mainly on the domestic and regional market 
and a further interview was largely unsuccessful in securing concrete information. Featured here are data based on 
interviews with manufacturing firms who are actively exporting to EU /UK markets.  
203 Salinger et al (op cit) suggest an association between successful exporters and progressive labour practices.    94
 
Supplier- buyer relations  
SA suppliers reported both direct and indirect relationships with UK retailers and a number of 
relationships ‘under development’. These included Littlewoods, M&S, Bhs, Gus, House of 
Fraser, Next and Tesco.
204 In the majority of cases, intermediaries (importers, wholesalers, 
distributors or sourcing agents) are involved. There are also relationships with manufacturers 
who do business offshore, such as Dewhirst and Edinburgh Woollen Mills and with specialist 
distributors of sportswear. International sourcing agents (e.g. Lin Mark,  Li and Fung, 
Witherspoons) are also intermediaries for production sourced in South Africa.  
 
Cultural and linguistic ties and similar business practices and ethics were cited as factors 
encouraging UK-SA links. Much effort had been invested by exporting firms in developing 
relations, through direct travel to the UK on a regular basis, and often via UK based agents 
who target particular retailers. However, some evidence suggested that traditional loyalties 
and long term relationships were beginning to falter. Two large exporters reported recent or 
imminent loss of major orders from UK retailers, with whom they had had 10-year 
relationships. This had very serious impacts on their businesses, in one case resulting in a 30 
percent drop in exports, and leading to introduction of short time working, layoffs of temporary 
workers. 
205 This and also the decline in demand from Germany due to CEC competition 
seems to have led to some caution among exporters of focusing too much on the UK (EU) 
markets and a stronger focus on US markets, encouraged by AGOA.  
 
Suppliers interviewed tended to have a relatively small customer base and rely heavily on one 
major customer, perhaps due to their relatively small firm size given large runs demanded by 
exporters as compared to the domestic market. Some buyers also are not keen on companies 
having relationships with close competitors. As the tendency is for consolidation of supply 
chains and for export order runs to increase, this pressure may increase, which creates a 
situation of high risk for the supplier where they are vulnerable to external competition, or to 
sudden changes in company policy. On the other hand, close relations with one particular 
retailer were also seen to have advantages in terms of upgrading production and improving 
quality, with wider benefits for the company, and had in some cases to an established 
presence of agents in export markets. 
 
5.5 Clothing sector restructuring and labour practices 
 
Changes in labour practices in SA clothing firms 
Given the restructuring that has occurred in the SA clothing industry, there have been major 
impacts on employment. Job losses have occurred due to downsizing or closure of firms, 
consequent on poor performance in the face of import competition. In some cases, employers 
have adopted a pre-emptive closure strategy, or else undergone restructuring in face of new 
market conditions. Table 25 provides one set of estimates of employment levels in the SA 
clothing industry. This shows fluctuating trends over the period, with a rise from 1994-5, 
                                                  
204 Retail links with The Gap and Brook Brothers in the US were also mentioned. 
205 Interviews with SA suppliers (Feb. 2001).    95
followed by a fall, 1996-9 and a further rise 1999-2000. Since figures from 1996 onwards 
include the TBVC states (former homelands), the trend from 1996 onwards is probably more 
accurate and shows a loss 1996-1999 of over 18,000 jobs (average 500/month).
206   
 
                                                  
206 Salinger et al (op cit: 34) also find significant job losses in the period 1988-93, with an overall decline of 3.6 
percent in clothing sector employment during this period    96
Table 25: Employment trends, SA clothing industry, 1993-2000 
 
Year  1993 1994 1995 1996 1997 1998 1999 2000 
Total clothing 
employees 
124295 124538 134945 149219 136824 133699 131491 138349 
Growth on 
previous year 
-  0.2  8.36  10.58  -8.31 -2.28 -1.65 5.22 
 
Source: Adapted from: House and Williams, op cit, pp 3-4 Tables 1 and 2 citing Stats SA data.  
 
Union sources claim a rate of job loss of around 1,500 month (SACTWU representatives, 
personal communication.) The SACTWU job loss database recorded 14,000 job losses in 
1999 and 22,000 in 1998, with overall 40,000 jobs lost between September 1995 and March 
1997) (Goldman, 2000b). These figures include textiles as well as clothing workers. 
 
Job losses have been explained in terms of growing import penetration (up from 18 percent of 
the value of clothing sector in 1988 to 43 percent in 1991). The association overall between 
imports and clothing employment changes does not appear that strong, however, perhaps 
because of a concentration in lower value added segments. Another factor is relocation of 
some production from the main centres Durban and Cape Town, to other parts of the 
Southern African region, such as Malawi and Mozambique, in search of lower wage costs 
(Altman, 1997, cited in House and Williams, op cit.). However, this latter trend may be offset 
by both increasing deregulation in South Africa, as well as by changing trade preferences (as 
with Pep, which has recently moved its production facilities back from Malawi to Cape town 
following the tightening up of rules of origin between South Africa and Malawi, under the 
SADC trade protocol
207). Companies have also experienced many supply side constraints in 
managing plants in low wage countries with relatively unskilled and often socially deprived 
labour forces (Rose Mbono, personal communication).
208  
 
The distribution of these job losses has been uneven by region, sub-sector and race. Knitted 
clothing has borne the brunt of the decline and tentatively it seems that (for the earlier period 
at least) KwaZulu Natal was worst hit, being more directly affected by import competition. 
Reflecting this regional bias, and also the shift of employers towards decentralised low wage 
areas, has been a racial shift away from Asian towards African workers, overall and (in the 
period 1988-93) an accompanying increase in the wage gap between race groups.
209  
 
To some degree, these losses in the formal sector have been offset by the creation of 
informal employment in the sector, even if it does not provide quality jobs (House and 
                                                  
207 Goldman, (2000b: 22). Rules of origin under the Malawi-SA bilateral agreement required only 25 percent of value 
added, so that relatively minor processes were applied to imported products before reshipping to South Africa.  
208 However, the overall effect of the SADC trade protocol will be for low wage, labour intensive production to move 
from SA to other SADC countries (ibid., 8.) 
209 The trend is reversed for textiles, where Africans are being replaced by ‘Coloureds’ and the wage gap by race is 
also narrowing. (Salinger et al, op cit..)   97
Williams, op cit.
210) For example, in the Durban area is suggested that while 2500 formal jobs 
were lost in the period 1996-9, around 1800 were created in the informal sector (Harrison, 
op.cit.).
211 This rise in informal sector employment has occurred through a number of changes 
in clothing sector labour practices:  
 
•  Informalisation: direct movement of formal sector firms into the informal sector, through 
deregistering, closing down and starting up again as unregistered firms. Sometimes upon 
closure, former employees may start up small CMT type facilities using equipment leased 
or loaned from former employers. This practice has been particularly prevalent in the Natal 
area where about 50 percent of the labour force is estimated to be informal and is linked to 
active employer strategies to reduce costs and circumvent legislation (see footnote 
below).
212 Union representatives in Cape Town reported many firms closing and then 
shortly after opening up as ‘design houses,’ relying heavily on outsourcing
213; 
 
•  Outsourcing: An increased use of subcontracting to CMTs, mostly, it is claimed, in 
domestic production and also (sometimes via CMTs – see below) to home based 
enterprises, again to reduce fixed costs while maintaining capacity. Harrison (1997) 
reported a high level of subcontracting by full line manufacturers in Durban where 68 
percent sub contract some processes, 41 percent due to ‘excess work’.  A DTI survey 
(1999) cited in House and Williams (op cit.) found that one fifth of enterprises were 
subcontractors and that outsourcing was reported by about 18 percent of respondents. 
The tendency was concentrated among SMEs in the clothing sector and was also 
increasing to reduce cost pressures. Sub-contracting tends to be for CMT (labour intensive 
work), excess work or specialised operations such as embroidery, printing, pleating, 
washing, waist bands/ belts, covered buttons. CMTs may also subcontract specialist tasks 
such as padding and fusing and – to home-based workers – labour intensive tasks (see 
below). (Ibid.)  Suppliers interviewed in South Africa nearly all reported some use of 
subcontractors, either for specialised tasks
214 or CMT operations. When demand declines, 
or shorter runs are ordered, CMT work may diminish, as in house capacity is prioritised. 
 
•  Deregulation: This includes companies, especially SMEs, seeking or being granted 
exceptions to the prevailing framework of industrial council. One interviewee claimed the 
38 out of 66 members of the Natal Clothing Manufacturer’s association had requested 
such exemptions.
215 It is also used to refer to the creation of new employment in 
‘decentralised,’ low-wage rural or semi rural locations, not covered by Bargaining Council 
regulations. These include traditional low wage areas around Natal and its borders (former 
                                                  
210 Views on this however differ widely between stakeholders in the sector, with union representatives claiming a 
much lower level of ‘job substitution’.  
211 These figures suggest a much lower rate of job loss than the general figures cited above, or perhaps refer to a 
small sub-set of firms in the Natal area.  
212 Another informant suggested that of the 145,000 employees in the sector, approximately 90,000 or 62 percent 
were informal workers. (Hassim Randeree, President, Clothing Federation, personal communication.) 
213 Meeting with SACTWU officials, Cape Town, February 2001. 
214 E.g. embroidering corporate logos on workwear. The exception was a firm specialising in making bras under 
license.  
215 Interview with clothing supplier, Durban.    98
homelands where large Asian – mainly Taiwanese - operators have been located for some 
time – with alleged bad labour practices) but also rural areas of Eastern Cape. Asian 
investors are thought to be particularly targeting these areas;
216 
 
•  Casualisation: use of flexible labour practices such as putting employees on short time 
during off peak seasons, leading to falls in their income, or hiring of temporary workers; 
 
•  Homeworking: Both literature and key informants suggest that there has been a general 
rise in employment in home-based enterprises in the clothing sector, some of which are 
linked into the formal sector, while others are selling direct onto the informal clothing 
market.
217 Those linked into the formal sector are more likely to include former clothing 
sector workers and thus be part of the broader informalisation process. Some home-based 
work is subcontracted from CMTs to home based enterprises, with the former often no 
more than labour brokers and quality controllers. Union representatives suggested that 
many firms in Cape Town were subcontracting to home-based enterprises in the Mitchells 




A consequence of these changes has been an erosion of wage and non-wage benefits. 
Comparative wage costs between regulated, informal and ‘low wage’ areas: 420 Rand (540 
with contributions) per month in the former, compared to 200-350 per month in the (urban) 
informal sector and 180 outside main urban centres.
219 Lower figures of 120-200 Rand were 
given for outsourced work in Cape Town.
220 A practice of employers has been to offer a small 
cash premium to ‘contractors’ to entice them to sign away employee benefits.
221  
 
All of these pressures are placing increasing strain on existing labour agreements. The South 
African Clothing and Textile Workers’ Union (SACTWU), whose membership has been vastly 
reduced due to loss of formal employment, is attempting to organise in low wage areas, 
among home-workers and even in the clothing retail sector. It has also been active in 
attempting to influence trade policy and practice, e.g. in demonstrating against customs 
malpractices and working with Customs and Excise to improve the policing of imports. But 
given the collapse in membership, and active attempts to undermine national bargaining by 
employers, it is struggling to retain its position of influence.  A strongly liberalising tendency in 
the Ministry of Trade has also been unsympathetic to arguments for ongoing protection.  
 
Links between SA labour practices and the EU clothing value chain  
The case is often made (by retailers, supplier and union representatives alike) that export 
oriented firms are less likely than domestically oriented producers to use informal sector 
                                                  
216 Ramatex (Malaysia) are planning to open a large plant in the Eastern Cape.   
217 Goldman (2000a); House and Williams (op cit.). Since there are no baseline data or regular collection of data on 
homebased workers, it is difficult to quantify trends.  
218 Meeting with SACTWU officials, Cape town, February 2001 
219 These figures are corroborated by both union and employer representatives.  
220 Meeting with SACTWU officials, Cape Town.  
221 The local employers’ confederation in Durban is promoting the practice of offering employees the option to 
become self-employed contractors with no benefits or protection, using the incentive of higher direct payments.    99
labour, which is more heavily concentrated in value chains producing for the local market. 
This was confirmed for South Africa by a number of suppliers who claimed that they would 
always prioritise production of export orders in-house due to high quality requirements, larger 
scale of production and the need to assure labour standards.
222  
‘The majority of the unrecorded economic activity in clothing is for the domestic market. 
Most export production appears to be done in-house by the large and medium sized 
formal firms. This is because of a number of factors, in particular the requirement of 
foreign buyers maintain tight auditing of the production process. The high export volumes 
and complex export delivery logistics are also more difficult to achieve with outsourced 
production. ‘ (House and Williams: op cit., 13-14) 
 
In the case of SA, the main existing EU buyers (middle market retailers), while responding to 
cost pressures driven by new entrants in the market, are more committed to ensuring quality 
and labour standards and have recently introduced monitoring systems designed to ensure 
ethical labour practices. These systems, if effective, presuppose a capacity to trace products 
and suggest a tendency away from, rather than towards informalisation. Similarly, increasing 
quality demands and the movement up-market of a number of exporters targeting the EU 
market suggests higher technology processes and thus more capital intensive and tightly 
supervised line production.  
 
However, some more successful exporters may be reaching a capacity crisis, meaning that 
they are no longer able to keep export orders in-house. As firms increase external exposure, 
there are increased risks, which mean they need greater flexibility without overly expanding 
capacity and increasing fixed costs. One option to achieve this is through greater use of 
(informal) subcontractors to fill orders, and these in turn may be employing home-based 
workers to minimise fixed costs. One successful exporter admitted to at least occasional 
subcontracting of export orders, due to capacity constraints. These demands may be 
seasonal, relating to peaks in orders for EU or US markets. As the share of exports rises in 
the overall turnover of some firms, requiring larger volumes, capacity constraints may be 
reached more quickly, especially where the full time work force is not being expanded 
 
Even where export production is largely retained in-house, there is an indirect effect on 
subcontracting, assuming no expansion of the overall labour force. Most suppliers, even 
export oriented firms, retain some domestic production capacity to offset risk and balance 
seasonal demands. The legacy of recent years of restructuring in the industry, volatility in 
export markets, as well as a reaction to (relatively) strong labour regulation, have led to firms 
being reluctant to expand in house employment. Where overall output is expanding, mainly 
driven by increased export orders, and in-house capacity has not expanded, this suggests 
that domestic production lines are being outsourced to CMTs, with a likelihood of use of 
informal and possibly home based labour.  
                                                  
222 Interview with SA clothing suppliers. The fact that a much higher proportion of subcontracting is occurring than 
suppliers will actually admit must not, however, be discounted. Neither retailers nor suppliers have any interest in 
revealing these practices, as they expose them to accusations of exploitation and in the case of suppliers, to the 
threat of losing contracts, where buyers will not tolerate these practices.  
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One direct affect of EU retailer practices on labour relations is when contracts are terminated, 
particularly after lengthy periods and with limited warning to allow for readjustment and 
movement into new markets. In the case of South Africa, where firm size is generally small, 
the impact of these changes can be major and lead to lay offs of temporary staff and short- 
time working at the very least. Moreover, as firms perceive the risks of losing contracts from 
major suppliers, this may reinforce the trend towards casualisation of labour (to facilitate 
unexpected layoffs in future), or even towards relocation (to compete with low-wage 
producers elsewhere.) Tracking relations between shifts in the customer base and changes in 
labour practice may be one way to analyse these relations in more depth.  
 
A final trend to be noted, though clearly strongly linked to increasing demand in the US, rather 
than the EU market, is the expansion of low wage employment in ‘decentralised areas,’ with 
deregulation here the issue, rather than informalisation per se.  
 
5.6 Concluding comments and questions for further research  
 
With regard to the impacts of trade policy on the clothing sector in South Africa, the 
discussion here has primarily concerned two trade policy processes, i.e. the reduction of 
tariffs by the SA government consequent on its membership of the WTO and adoption of a 
liberalising policy post-Apartheid, and, more recently, the EU-SA free trade agreement. The 
trade arrangements between South Africa and its neighbours (previous bilateral 
arrangements and now the SADC trade protocol) are a further layer which impact on how 
trade flows from outside the region are distributed within it, and on the relative comparative 
advantage of SADC countries as exporters. Lastly, not the focus here, but a big issue for the 
T&C sector in South Africa, is the Africa Growth and Opportunity Act (now incorporated into 
the US Trade and Development Act), which, conditionally, provides limited duty free access to 
the US market until 2008.  
 
The first set of changes have clearly contributed to an increase in imports of T&C, which has 
led to pressures on the domestic clothing industry, contributing to processes of 
informalisation, casualisation, deregulation and intensification of homework. However, there is 
no direct correlation between tariff reduction per se and these processes. This is in part due 
to the low level of effective protection (as opposed to nominal protection, which was and 
remains quite high) of the clothing sector due to the design of the incentive structure and also 
to the poor enforcement of customs regulation, particularly in the early 1990s. The lack of 
coherence between, on the one hand, a strongly liberalising trade policy, and, on the other, 
strengthening of labour regulation, created cost pressures on smaller firms in particular and 
encouraged employers to resort to various strategies to circumvent labour legislation, or else 
to move into importing.  
 
It is too early in the life of the EU-SA FTA to perceive any major impacts, although there 
seems to be an upward trend in both exports and employment in the sector in the last year. 
Larger suppliers are seeking to expand their exports into Europe, particularly into higher value 
added and specialist or niche markets. Effects may be felt more strongly from the third year   101
onwards, when the tariff rates on the ‘second list’ products (those where South Africa has a 
stronger comparative advantage) start to come down. At the same time, as the agreement 
rolls out, and its tariff levels are reduced, SA will come under increasing pressure from EU 
clothing exporters in the high value, branded segment of the domestic market.  
 
Meanwhile, the advantages offered by the EU-SA FTA are also likely to be offset by the 
changes in the relative trade preference structure discussed in section 3 so that competitors 
will also increasingly benefit from increased access to EU markets. It is not clear that the 
temporary margin of preference provided by the FTA is sufficient to allow the SA industry to 
develop and diversify its export markets, from their current narrow base, and to establish 
some clear areas of comparative advantage which will not be rapidly eroded. As they have 
neither low wage, nor, in the main, quick response, comparative advantage, South African 
suppliers, many of whom are relatively new entrants to a highly competitive global market, will 
have to work hard to ‘catch up’ and make an impact, particularly after the fall out of recent 
years. Recent efforts of government and other sector stakeholders to develop a coordinated 
strategy are viewed positively by exporters but may take some time to pay off.  
 
Simultaneous with these changes in trade policy, changes in retail structure in both domestic 
and export markets, have impacted on the sector. In a strongly ‘buyer-driven’ process, South 
Africa retailers moved sourcing offshore and increased imports, both legal and illegal from 
East Asia, leading to a major increase in imports and downward pressure on retail prices.  
Changes in the EU clothing value chain have had a less dramatic and more indirect influence, 
but some impacts are discernible, notably the collapse of demand from the German market, 
with movement of German buyers into the CEEC countries, and uncertainty for some 
established suppliers to the UK market as a result of the crisis in the middle market there.  
 
A process of differentiation is occurring between SA clothing firms which, previously protected 
and rather generalist in orientation, have adopted diverse strategies to weather their exposure 
to global markets under liberalisation. There appear to be at least four emerging types of 
value chain with different labour characteristics.  
 
•  Imports of new and used clothing mainly from Asia (some via SADC countries) for sale in 
both formal and informal channels of the domestic market. The movement of 
manufacturers into importing and retail has accelerated this trend. There are strong links 
here to the informal clothing trade, particularly around Durban and this trade has also led 
to major pressure on domestic producers, creating informalisation.  
•  Residual production for the domestic market and surrounding regional market, though 
delocalised production in the SADC region (discount operators) and increasing use of 
informal subcontractors/ casualised workers in urban areas (Durban, Cape Town) (fashion 
operators)
223 
                                                  
223 This category could be much further disaggregated, to cover the independent sector in the Durban areas, for 
example, as well as SME local production for informal markets etc.    102
•  Low value added production (e.g. of shirts, T-shirts) for export (a) to US and (b) to 
elsewhere in the Southern Africa region, in large scale factories in low wage, deregulated 
areas (e.g. Eastern Cape, former Bantustan areas), mainly foreign owned/ controlled 
•  Higher value added and niche market production for export (concentrated in the Cape 
Town and Durban area) to EU and upper-end US markets, relying mainly on more skilled 
labour in urban centres, but also calling on CMTs and informal operators to overcome 
capacity constraints. 
 
Firms, especially larger ones, may be simultaneously involved in more than one of these 
chains, although there is increasing tendency towards specialisation, particularly in exports.  
 
Tentatively, there is a broad correspondence between specific changes in labour practice and 
the different ‘value chains,’ outlined above. The first type has led to the intensification of 
informal trading in imported goods and as a consequence of this, also, informalisation in the 
domestic production sector, as it struggles to compete with imports. Some informal trading is 
also linked to home-based enterprises producing locally for the local market (this could be a 
fifth type of chain). The second type of chain is associated with outsourcing and also 
relocation/ deregulation strategies. The third type is dominated by relocation to deregulated 
areas. Finally, the higher value added export chain is more reliant on outsourcing to meet 
increasing demands and casualisation to offset risks.  
 
While domestic restructuring has had some quite direct implications for suppliers and their 
labour practices, it is less evident how changes in EU markets are impacting on changing SA 
labour practices– because of many intervening factors, including the broader regulatory 
environment (labour and industrial policies). However, this does not mean that EU retailers 
are devoid of responsibility for some of these changes. The increasing cost pressures and 
rising quality demands they place on suppliers may be contributing to informalisation 
processes. Where buyers are consolidating their supply chains, they are cutting out some 
long standing suppliers, with immediate and direct employment effects (retrenchments, 
casualisation), sometimes with very little warning to allow time for adjustment. Even in the 
case of the more successful exporters, increasing demands on capacity may be leading to 
new patterns of outsourcing to overcome labour constraints.  
 
In practice, home-based workers are likely to be producing for both export and domestic 
market and are thus involved in different ‘value chains’. It seems likely, however, that informal 
and home-based workers are more heavily involved in production for domestic and sub-
regional markets, (first and second type of value chain listed above) and this will be one 
hypothesis to investigate. Another hypothesis is that, to the extent that informal or home-
based workers are involved in production for international markets, they tend to be more 
skilled or specialised by product/ process, than those producing for the domestic market, 
reflecting both the product specific nature of production for export and the higher quality 
requirements. This may also imply a more direct relationship with the primary producing unit, 
or though a trusted agent or CMT.  
   103
The scope of the study and available data did not allow an assessment of the gender impact 
of these changes, although a general tendency in periods of retrenchment is for women to 
lose jobs first (Goldman, 2000b). On the other hand, women may be a higher proportion of 
the workforce in the new informal sector and especially home-based enterprises. What may 
be occurring is the emergence of a new gender hierarchy of employment in clothing, with 
women (‘coloureds’ and Asians, some Africans) concentrated among the low wage informal 
sector segment, while a higher proportion of men are found in more capital intensive, higher 
quality production units. This hypothesis would also need to be tested.   104
6. Conclusions and recommendations 
 
Trade policy in T&C has clearly been an importance element of the ‘governance structure’ 
shaping the territoriality of clothing value chains. The existence of quotas on clothing 
exporters has encouraged the geographical dispersal of production and proliferation of 
smaller suppliers. As the ATC process rolls out, trade policy will continue to have a strong 
influence over clothing value chains, though in a modified and more diffuse form, as the 
broader multilateral framework, and, specific, regionally-based trade arrangements, take 
precedence over sectoral ones.  
 
Because of the multi-layered trade policy processes unfolding – and other, supply side factors 
- the effects of the ATC on developing exporting countries are hard to isolate. In general, MFA 
liberalisation is predicted to lead to a more concentrated pattern of delocalisation towards the 
larger, currently restricted suppliers. Broadly speaking, the direct ‘gainers’ from the process 
are likely to be the larger ASEAN and South Asia nations, and China, with the distribution of 
gains within and between these regions dependent on the exact terms and timing of China’s 
accession to the WTO. Losers are developed countries and the NIEs, as well as a small 
number of non-LLDC ACP countries, with significant T&C exports to the EU, which will lose 
their margin of preference from reforms to non-reciprocal trade arrangements.  
 
However, within the Asia region, some suppliers (e.g. Bangladesh, Vietnam) have benefited 
from having no or few restrictions, and so, post 2005, may become vulnerable to competition 
from their larger currently restricted neighbours. As – like other LLDCs – they benefit from the 
GSP and more particularly proposed reforms to this, they will however retain a margin of 
trade preference after 2005. Strong performance from both countries in recent years, as well 
as diversification across products and EU markets, augurs well for the future of the industry in 
these countries, providing they can continue to expand production without significantly 
increasing costs. Among the NIEs, given the likely expansion of trade with China and ASEAN 
nations, Hong Kong may in any case consolidate its existing position as global brokers in the 
clothing industry.  
 
The broad regional picture of ATC impact is also modified by parallel processes of trade 
reform, which are giving some countries a margin of preference over MFN compared to other 
regions. Current and likely future beneficiaries from these processes are countries in the 
European rim (Turkey, CEECs, FRY, CIS and Baltic states, North Africa) which have a range 
of preferential trade arrangements, as well as other countries or regions with which the EU 
has negotiated or is negotiating preferential trade arrangements (e.g. Mercosur, Mexico, SA). 
The timing of these seems largely to favour the CEEC countries, who will have the longest 
‘lead time’ in order to establish themselves in EU markets ahead of 2005. This advantage is 
also bolstered by competitive advantage factors (see below). For North Africa, the advantage 
is perhaps less distinct and for the newcomers, such as South Africa, they will have to work 
hard at establishing their basis of competitive advantage, as PTA deals proliferate. The 
current EU strategy of negotiating PTAs and bilateral deals in T&C is strongly driven by 
market access considerations and is thus likely to target larger regions or strategic locations 
where EU suppliers are attempting to enter markets.   105
 
Trade policy advantages are clearly not the only factor determining EU market access. While 
EU trade protection has added an important cost of production for the more heavily restricted 
exporters, the case of China, which has seen its market share grow, also suggests that labour 
cost/productivity advantages might be sufficiently low in some countries to offset the 
restrictions. In other cases, trade preferences have failed to translate into improved export 
performance. ACP countries with some exceptions (e.g. Mauritius, and more recently 
Madagascar) have shown weak overall performance and slow growth relative to less 
preferred suppliers. The issue relates to broader structural constraints in less developed 
economies and, possibly, to exporters with weak manufacturing bases becoming trapped in 
low value added activities, reducing incentives to producers. Where strong competitive or 
comparative advantages are lacking, preferential trade deals are not enough to secure market 
position.  
 
Should the ATC be completed successfully, the comparative advantage of Asian countries, 
particularly China, might emerge strongly. However, uncertainty regarding the completion of 
the ATC could affect delocalisation decisions in favour of countries with which the EU has 
already negotiated PTA deals and which could remain the favoured area for a delocalisation 
process, for some time to come. What remains at stake is whether those involved with the 
delocalisation process foresee successful liberalisation post-ATC in 2005 or whether the 
prevailing uncertainty is a major factor driving decisions. There remains considerable scope 
for delocalisation not to be occurring on purely labour cost/productivity considerations, but 
rather to be driven by the nuances of the trade regime. The progress achieved in 2002 might 
also be of importance in determining future decisions, together with the costs entailed in 
shifting the origin of sourcing. Important shifts could further happen after 2005. A further factor 
is the potential for European producers – particularly with EU enlargement underway - to lever 
the use of new protectionist instruments or trade barriers. The analysis here suggests that this 
potential is constrained at many levels (by EU institutions, by WTO, by resistance from 
consumer and retailer groups), but it cannot be ruled out.  
 
Confirming the direction of the argument above, data analysis shows that an important 
change in the pattern of EU imports in the 1990s has been in favour of exporters 
geographically closer to the EU markets, especially the CEECs and CIS and Baltic states. 
Trade partners with 1) comparative advantages in the sector, 2) currently lower barriers to 
trade, 3) contacts in the European markets and 4) the prospect of access to Eastern 
European consumers would appear to be the favoured area for a ‘delocalisation’ of European 
firms. There is here a clear parallel with Mexico’s T&C expansion under NAFTA. As with the 
US case, the CEEC expansion has occurred largely through the partial displacement of the 
restricted Asian suppliers from the EU market, with the exception of China and Hong Kong. 
Unrestricted Asian suppliers have also been gaining ground. 
  
In Europe there appear to be at least three types of value chain – those drawing on a 
proliferation of specialised small suppliers which have recently entered the EU market 
(smaller CEEC countries, FRY, CIS and Baltic states), ‘outward processing trade’ from long 
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countries, which benefit from relative trade preferences, and more distant suppliers in Asia – 
which fall into unrestricted (e.g. Bangladesh) and restricted (East and South East Asia, India) 
groups. Importantly, there is unevenness in the extent to which EU MS rely on different value 
chains across the main product groups, with a strong link between France and North Africa, 
as well as Romania, Germany and CEEC/Baltic/ CIS countries and the UK market with Asian 
countries especially in knitted goods. There are nuances here also, with Italy recently 
expanding its supply base among smaller CEEC countries, and UK the main market for 
Lithuania. CEEC/CIS/Baltic states tend to be the most concentrated in their destinations, and 
Asian suppliers the least.  
 
These marked, though changing, pattern of geographical links between individual EU MS and 
supplier countries, reflect longstanding OPT arrangements and more diffuse historical and 
cultural links. Here, trends in the main markets – Germany, the UK, France and Italy - tend to 
dominate the overall EU pattern. However, the rapid growth of a large number of small 
suppliers observed, may be linked to the rapid growth of smaller EU markets, looking for new 
suppliers, so that these exporters tend initially to be highly concentrated in their export 
destinations. Another broad tendency is for increased concentration over time of suppliers on 
a smaller range of key EU markets, perhaps reflecting the consolidation of supply chains 
revealed by retailers.  
 
Beyond this, no clear relationship emerges between particular types of value chain and 
categories of product. Breaking down clothing into knitted (HS61) and woven (HS62) 
categories, an overall growth in demand is apparent for knitted goods so that this has tended 
to dominate in the growth of newer exporters. The lower value added end of HS 61 (e.g. T-
shirts) is also where entry barriers tend to be low and consequently where cost competition is 
strongest. On the other hand, ‘displaced’ regions retain a degree of comparative advantage in 
higher valued added products in HS 61 (jumpers, knitted suits etc.). This advantage relates to 
vertical integration with textiles for some categories of knitted garments (Turkey is also a key 
player here). Overall, in HS61, there appears to be no clear pattern of regional specialisation.  
 
Changes in sourcing patterns have been more marked in the HS62 category where costs of 
switching may be lower (and thus impacts of trade policy changes greater). The specialisation 
of a large number of newer East European suppliers in this category is notable. The rapid 
growth in smaller sub-sectors (bras, ties, accessories) with a particularly strong performance 
in certain countries - especially the smaller newcomers - was apparent. A broad pattern of 
movement of larger suppliers into higher value added sectors, in both HS61 and HS62, such 
as men’s suits, women’s outerwear and gloves is apparent. Some of these product shifts may 
be associated with relaxation of quotas on particular product groups in Phases I and II of 
ATC.  This question would require further investigation.  
 
Turning to the formulation of trade policy in the EU and the UK in particular, the case study of 
the ATC phase III shows that, overall, EU T&C trade policy remains conservative driven by 
industry interests. Even where incipient alliances are forming towards a more liberal agenda, 
these may be over-ridden by broader political imperatives – as in the UK. This illustrates the 
underlying resistance to liberalisation and – perhaps – the remaining danger that entrenched   107
interests groups will resist the full implementation of ATC, or invoke new protectionist 
instruments.  
 
There has for some time, however, been a disjuncture between the protectionist political 
economy of EU T&C trade policy and the liberal trade agenda, crystallised in the WTO in 
1995.  Policy makers by and large no longer consider adequate the argument for protection of 
European jobs in activities where low-wage producers are more ‘efficient’. Arguments now 
have to be couched more explicitly in a ‘liberalising’ language – of efficiency, competitiveness, 
comparative advantage and market opening. The increasing emphasis on market access for 
EU exports is evident in increased attention to monitoring of other countries’ tariff and non-
tariff barriers and to the general emphasis on reciprocity in current negotiations. This points to 
increasing ‘trade offs’ for developing country exporters – especially those with large internal 
markets – in negotiating bilateral deals with the EU, either sector specific as in the current 
phase III strategy, or in the context of broader PTAs described above.  
 
The changing discourse in EU T&C trade policy also reflects a perhaps greater overlap of 
interests between retailer and manufacturer than is at first apparent. With manufacturers often 
operating offshore and using imports strategically to balance their production flows, the case 
for protection of EU markets has less salience for industry than in the past. Increasingly, 
manufacturers are themselves becoming importers and distributors. A convergence may also 
be occurring on the need for market access and tariff liberalisation in ‘third’ or developing 
countries. Retailers, increasingly global in reach, are no longer mainly moving goods from 
South to North, but may be managing the whole commodity chain offshore. As yet, insufficient 
attention has been paid in the commodity chain literature to the implications of this 
globalisation of retailing for sourcing strategies. 
 
There is a process of restructuring underway in the European clothing retail sector, with a 
number of dimensions similar to that identified in the commodity chain literature for US 
markets. Characteristics of the process include a falling share of consumer spend on clothing 
and, in the larger markets, particularly, a stagnation in consumer demand for clothing 
alongside an increasing – although uneven - degree of concentration in the EU clothing retail 
sector. A crisis of falling demand and brand identity is evident for the two EU ‘middle market’ 
leaders. While M&S and C&A are losing market share, the newer fashion multiples 
(particularly youth oriented chains H&M, Zara, Etam Developpement, New Look) as well as 
discounters (particularly in the UK), are gaining share.  
 
The pattern of restructuring, however, is highly varied across the EU, reflecting differences in 
consumer demand, in the structure of the retail sector and its relationships with domestic 
producers, and thus in the degree of bargaining power that manufacturers have vis-à-vis 
retailers. There are also variations in the timing and mode of development of foreign sourcing, 
and in the extent of penetration of extra EU imports in national markets. Clothing retail 
markets in some of the smaller European countries are growing more rapidly. Although the 
independent sector is in serious decline, it remains the largest single player in some markets.  
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A typology is proposed here of three main ‘models’ of value chain restructuring. In the UK, 
and some Scandinavian countries, restructuring has been mainly driven by an increasing 
share of direct imports by powerful retailers in a highly concentrated market. The peculiarity in 
the UK is the position of a market leader, M&S, which, in a very late and painful process, has 
forced its main suppliers offshore. In Germany, France, Netherlands, Belgium (etc.) outward 
processing operations began from the early 1980s, enabling manufacturers to develop close 
and long term relations with reliable suppliers in the pan European zone and go ‘offshore’ 
successfully either through direct production, subcontracting, or sourcing. (Germany being the 
leader here, but France also having a considerable sphere of influence in North Africa.) The 
relative strength of the independent retail sector in these countries as well as their 
geographical and linguistic proximity to neighbouring low cost producers has moderated the 
‘buyer driven’ process. Manufacturers are increasingly moving up the chain, to become 
distributors and managers of OPT operations, producing designs and samples only. In Italy 
and Spain (and possibly other southern European countries) more vertically integrated 
operations have emerged, based on small scale, more flexible domestic industries, 
fragmented retail structures with the independent sector being the largest player, and a 
relatively low degree of foreign penetration. To some extent, these three models can be 
overlaid on the geographical pattern of sourcing outlined above, so that the dominance of 
Asian suppliers in the UK might, for example, be linked to the more obviously buyer driven 
process there and the increasing market share of discounters.  
 
Overall, there is a continuing lack of integration of the EU clothing retail market, due to 
numerous barriers related to labour and property prices, differences in demand and tastes, 
inter alia. However, the restructuring process is sorting out retailers that are globally oriented 
from those which have a European or sub-regional market and those primarily focused in their 
national (or local) market. These differences of size and market orientation have implications 
for value chain structure and sourcing patterns. At the same time, other (especially US) global 
retailers are moving into Europe. In the process, retailers are increasingly becoming exporters 
into third country markets as well as importers into home markets. Strategic choices about 
which retail markets to enter, may be a major influence on sourcing strategies for retailers 
who are expanding both within and beyond European borders.  
 
EU sourcing patterns are less homogenous than those in the US, being less influenced by 
demand for large, standardised orders. This explains the greater geographical dispersal of 
sourcing. There are also differences in attitudes towards risk, with – perhaps - a greater 
tendency, of US retailers to use intermediaries to reduce risks.  Factors – other than trade 
policy - influencing sourcing strategies include market segment and product type. A broad 
distinction is made between basic and fashion products in terms of sourcing strategies, with 
mid-season/ replenishment orders from European rim suppliers favoured for the latter (usually 
through intermediaries to reduce risk) and pre-season orders from low cost Asian suppliers 
for the former. High fashion, designer or specialist items may be sourced in the EU. Within 
these broad categories, there may be variations between countries in whether they are seen 
to meet low wage or flexibility criteria, but this may be due to firm-specific, rather than country 
level, factors. In practice, there may be little consistency across EU retailers in terms of 
product types sourced in different regions, with a whole variety of factors (including historical   109
and cultural ones) intervening.  This is borne out by the lack of obvious product specialisation 
among the main EU suppliers revealed in the data analysis.  
 
A number of broad trends among lead clothing retail firms are shaping sourcing strategies 
and supplier-buyer relations. Among the larger middle market retailers, at least, a 
consolidation of the supply chain to a much reduced number of preferred or core suppliers, is 
creating a first tier of firms, cutting out some and relegating others to more arms length, 
occasional contracts. Possible consequences of this for preferred suppliers are an increase in 
subcontracting relationships to meet growing demands and their capacity, and also a greater 
share of individual retailers in their overall output, increasing risk and retailer control over the 
value chain. In an attempt to reduce transactions costs, there is also – again among middle 
market retailers - a reduction in the use of intermediaries, particularly for lower value added 
items. Other changes include increased frequency of orders, less forward buying and more 
replenishment or mid season orders as well as greater requirements for product variation 
(colour, styling, finish etc.) within orders. The widespread adoption of codes of conduct or 
ethical trading standards among clothing retailers has also increased costs – usually passed 
on to suppliers - of monitoring and enforcing these standards.  
 
While retailers are clearly aware of the broad changes in trade policy underway, and do 
respond to new opportunities are being opened up through trade deals, the details of these 
changes are not necessarily a factor determining sourcing decisions. Price and flexibility 
(ability to respond quickly to orders and/or to meet changes in requirements) are the two 
primary factors driving decisions, with the latter more important for fashion items and the 
former for standard products. To the extent that trade policy factors influence these, they are 
a consideration. Quotas may limit trade by adding financial and transactions costs but this 
may be offset by other cost or supplier competitive advantages.  
 
The South Africa case study illustrates the difficulties faced in exporting to the EU by a 
supplier, which has neither strong cost nor strong competitive advantage. While SA has an 
established EU market in certain niches (particularly tailored men’s wear in the UK) this is 
vulnerable both to changes in the trade regime and changes in retail markets, with the crisis 
in the UK middle market hitting traditional SA suppliers particularly hard.  The EU-SA FTA 
provides some temporary advantages for exporters to the EU but there are trade offs in terms 
of increased access for EU suppliers to SA markets and increasingly competitors will be 
granted similar terms of access under new PTAs. Belatedly, government support and 
concerted action by industry stakeholders is attempting to bolster the prospects for SA 
exports to the EU and beyond, although this is mainly targeting established exporters.  
 
At the same time, restructuring in the domestic clothing sector in South Africa – driven by 
broader processes of trade liberalisation and retail restructuring – has led to significant job 
losses and informalisation of labour. Tentatively, four emerging types of value chain are 
sketched here, associated with the use of different labour practices to reduce costs or risk. 
While informalisation processes – including increased resort to home-working – are more 
obviously linked to the domestic and regionally oriented value chains, EU clothing buyers 
have some responsibility for these changes. Increasing cost pressures mean that suppliers   110
are forced to keep down their costs, including of labour. Consolidation of the supply chain 
also implies increased demands on the capacity of individual suppliers. In order to meet 
these, suppliers may be obliged to subcontract or outsource to smaller firms, using informal 
labour. This consolidation process has also directly led to retrenchments or at the very least 
laying off of temporary staff and short time working, as firms have lost major contracts. More 
generally, some types of operation, linked to product differentiation in retail markets, may be 
particularly suited to informal, home based work (e.g. embroidery, beading etc.).  
 
In applying a ‘value chain analysis’ to the EU clothing retail sector, this study has highlighted 
a number of areas where value chain analyses could be extended to improve understanding 
of the global restructuring of the clothing sector. Existing analyses focus mainly on the impact 
of larger retailers on sourcing patterns. The existence of a diverse retailing structure in the EU 
(and also in, for example, countries such as South Africa), however, points to the need for 
more attention to the less visible value chains, including those where independent retailers 
and informal traders have a major role.  Secondly, the geographical axis of VCA has tended 
to focus on North-South buyer-supplier relations. However, processes of globalisation in 
retailing and more generally of regionalisation in trade suggest a need for analyses which (a) 
examine the relationship between retailer expansion strategies and sourcing patterns as 
retailers move into ‘emerging markets’ and (b) focus on retail markets in developing or 
‘emerging’ regions and how their restructuring processes are shaped by trade policy and 
other changes.   
 
6.1. Policy lessons and recommendations 
 
While the broad thrust of global T&C policy is liberalising, the analysis of EU and UK policy 
processes reveals a clear ‘producer’ bias in implementation, and considerable scope for 
producer organisations to resist the liberalisation process. Consumers, the alleged 
beneficiaries of trade liberalisation, are almost absent from the discussions and although 
retailers are attempting to influence trade policy processes, they are not well organised and 
apparently have limited impact on the policy process at present. This point to a need for more 
open, transparent, ‘multi-stakeholder’ processes of consultation on T&C policy and for policy 
trade offs to be more clearly articulated in terms of a genuine assessment of employment and 
‘welfare’ impacts, rather than responding to political pressures from particular interest groups.  
 
At the same time, spaces are opening up for some new alliances - in support of a more rapid 
and sustained liberalisation. Manufacturers and retailers are finding some common ground 
and retailers (and consumer groups) in the North in particular could be more proactive in 
promoting the interests of developing country suppliers in the trade policy arena. 
Restructuring processes linked to liberalisation will continue to have major impacts on 
employment north and south, in clothing retail and trade as well as production. Current 
responses to these impacts by both governments and industries appear largely defensive and 
reactive, and are tending to tacitly support the worsening of labour conditions.  
 
The South African experience shows the problems that can arise when policies of trade 
liberalisation (or at least policies leading to weak effective protection) are enacted in isolation   111
from other policies affecting the sector, particularly, investment policies, the broader 
institutional environment and labour arrangements. Arguably, this lack of policy coherence led 
to much greater employment losses and downgrading of employment conditions than might 
have been the case. Employers and their organisations, by and large, also took a very short 
term, cost reducing view of the labour issues, and played a major role in job losses and 
informalisation. More recently, some interesting and creative initiatives have developed in 
order to reduce pressures on the domestic industry, for example through collaboration 
between the unions and the customs and excise.  
 
The EU-SA FTA is limited in its ability to deliver benefits to the T&C industry. The potential 
benefits to SA suppliers in areas of existing export strength will only come in the second 
phase of liberalisation (2003-6), by which time competitive pressures will be intensifying 
globally. The consultation process with industry and unions was limited both in scope and 
representation, and no specific analysis, it appears, was undertaken to identify the best 
options for the sector. To take advantage of the potential of exports to the EU there will be a 
need for SA suppliers to diversify beyond traditional products and markets away from the 
current narrow focus on the UK middle market. There is a clear need to track the impacts of 
trade policy changes on sector performance, and particularly on labour and livelihoods, in 
order to be able to clarify positions for future negotiations.  
 
The major challenge ahead lies in finding appropriate and effective ways to prevent further 
deterioration in labour conditions in the T&C industry in SA, given the extent of 
informalisation, which has already happened and continuing pressures in this direction. 
Bottom up organising efforts will clearly be important to counteract this trend though 
experience elsewhere suggests these may need to adopt different approaches to ‘traditional’ 
union organising.  Another possible mechanism to be explored (both in the domestic market 
and the export sector), in collaboration with all stakeholders, is the promotion, adoption and 
monitoring of industry codes of conduct. Given the extent of informal work, these would need 
to include provisions for monitoring all levels of the chain. This could reinforce one area of 
‘competitive advantage’ for South Africa - its relatively good labour record  
 
More generally, the analysis here suggests that actors in the clothing value chain (workers, 
suppliers, retailers) have at best a partial understanding of the implications of trade policy 
changes.  Suppliers in particular need to be aware of how the EU’s  
 ‘market access’ strategy is likely to impact on domestic demand and also of how changing 
trade arrangements are affecting margins of preference for competitor countries.  
 
6.2   Questions and approaches for further research  
 
A more thorough assessment of the impacts of ATC and other processes of trade policy 
reform requires further data analysis for periods after 1997.  Further comparative research to 
identify more precisely the impacts of changes in EU trade policy on extra EU suppliers, might 
usefully start by drawing a typology of countries, based on the hierarchy of trade preferences 
identified here. Another approach would be to look in more detail at the patterns of change in   112
supply for specific products, which have been liberalised in successive phases of the ATC. (In 
particular Phase III.) 
 
A complete picture of the overall direction of sourcing and buying practices in EU clothing 
retail requires more disaggregated analysis of sourcing strategies according to market 
segment– including in particular the independent retail sector and the discount sector. In the 
EU context, given its heterogeneity, it makes sense to focus initially on particular national 
markets and, possibly, on specific products. Identifying ‘typical products’ in advance may be 
helpful. Two suggestions are made here. In the EU market, a distinction can be made 
between T-shirts vs. jumpers (in the knitted goods category) and men’s suits vs. shirts (in the 
woven category), which are lower and higher value added goods respectively. Another 
possibility for comparison would be women’s fashion dress vs. men’s shirt, to capture different 
strategies for fashion and ‘basic’ products. Tracing links between EU retailers and non-EU 
suppliers is not straightforward, given commercial and political sensitivities and, without some 
‘way in’ to retailing companies for case study purposes, detailed study of supplier-buyer 
relations is more easily approached from the supplier end.  
 
Further research in SA or other supplier countries could investigate the links between different 
processes of informalisation of labour and different value chains, and confirm or reject the 
hypothesis that home-working is concentrated in production for the domestic or regional 
market. Two further hypotheses for investigation are the greater degree of product or activity 
specialisation among informal workers producing for the export sector and the emergence of 
a new ‘gender (as well as race) hierarchy’, with a greater concentration of women workers in 
the new informal layers of the clothing economy and, possibly, a rising share of men in the 
higher value added segments of the export sector.  
 
Finally, there is clearly considerable scope for work at sub-regional level to investigate the 
impacts of regional trade arrangements and value chain restructuring on intra-regional trade 
flows and employment patterns and conditions in the T&C sector.  
   113
Appendix 1: Bibliography 
 
Abernathy, F.; Dunlop, J. T.; Hammand, J. H.; Weil, D. (1999), A Stitch in Time: Lean 
Retailing and the Transformation of Manufacturing - Lessons from the 
Textiles and Apparel Industries, Oxford University Press, New York 
ACP Secretariat and European Commission (17/11/99) ‘Analysis of Trends in the 
Lomé Trade Regime and the Consequences of Retaining it’. 
<http://europa.eu.int/comm/development/event/trade_en.htm#bmana> 15 October 
2000. 
Agreement on Textiles and Clothing. <http://www.arc.org.tw/law/gatt/iia125.htm> 17 
October 2000. 
Altman, M., (1994).  An Industrial Strategy for the Clothing Sector, Industrial 
Restructuring Project, University of Cape Town 
Anderson, K. (1998) ‘Prospects for Closer Economic Relations between Europe and 
East Asia’, Journal of Economic Integration, Vol. 13, No. 1, pp. 1 - 29. 
Aspinall, D. (1997) Long Term Scenario for the EU Textile and Clothing Industry, 
OETH, Brussels. 
Bach, C.F.; Martin, W. and Stevens, J.A. (1996) ‘China and the WTO: Tariff Offers, 
Exemptions, and Welfare Implications’, Welwirtschaftliches Archiv, Vol. 132, 
No. 3, pp. 409 - 431.  
Baughman, L.; Mirus, R.; Morkre, M.E. and Spinanger, D. (1997) ‘Of Tyre Cords, 
Ties and Tents: Window Dressing in the ATC?’, The World Economy, Vol. 20, 
No. 4, pp. 407 – 434, July. 
Biggs, T., Miller, M.; Otto C. and Tyler, G. (1996) ‘Africa Can Compete! Export 
Opportunities and Challenges for Garments and Home Products in the 
European Market,’ World Bank Discussion Papers, Africa Technical 
Department Series, No. 300, IBRD, Washington.  
Brakeland, J-F. and Turner, V. (1997) ‘Les Mesures de Sauvegarde dans le 
Commerce International des Marchandises: Une Perspective 
Communautaire’, Revue du Marché Commun et de l’Union Européenne, No. 
410, pp. 454 – 469, July/ August. 
Bureau Européen des Unions de Consommateurs (BEUC), 2000, Annual Report 
1999, BEUC/128/2000, Brussels, 9 May 
CEEI (1999) ‘Market Access Study to Identify Trade Barriers Affecting the EU 
Textiles Industry in Certain Third Country Markets’.  Brussels, Dehousse, F.; 
Ghemar, K. and Vincent, P. consultants.  (Final Report), March. 
<http://europa.eu.int/comm/trade/pdf/mastb1.pdf> 13 November 2000. 
Council for Trade in Goods (1998) ‘Major Review of the Implementation of the 
Agreement on Textiles and Clothing in the First Stage of the Integration 
Process’.  Geneva: WTO, World Trade G/L/224 Organization (98-0574), 19 
February.   114
Doeringer, P. B., B. Courault, et al. (1998) Apparel Production Channels: Recent 
Experience and Lessons for Policy from the US, UK and France, Geneva, 
International Institute for Labour Studies. 
Dunne, N., (2000), ‘Research report: understanding the south African clothing 
manufacturing sector from the perspective of leading South African retailers,’ 
International competitiveness and Value Chains in Selected Manufacturing 
Sectors Study, University of Natal, Industrial Restructuring Project, School of 
Development Studies, Durban, June.  
ECLAC (2000) ‘The Apparel Industry: Foreign Investment and Corporate Strategies 
in Latin America and the Caribbean’ in Foreign Investment in Latin America 
and the Caribbean, 1999 Report, Ed: ECLAC, Santiago, Chile, pp169-195. 
EU and ACP Experts (1999) ‘Consequences for the ACP Countries of Applying the 
Generalised System of Preferences (GSP)’, EU-ACP Negotiations, Joint 
Analysis by EU and ACP Experts for Negotiating, Group 3, Economic and 
Trade Cooperation.  Brussels: CE/TFN/GCEC3/29-EN, ACP/00/177/99, 20 
April. 
Europa ‘The Cotonou Agreement’.   
<http://europa.eu.int/comm/development/index_en.htm > 15 October 2000. 
European Commission, (2000), ‘Textiles liberalisation measures – Background,’ 
Memo. [missing web address] 
European Commission (29 Octobre 1997) ‘Plan of Action to Increase the 
Competitiveness of the European Textile and Clothing Industry’.   
Communication from the Commission to the Council, the European 
Parliament, the Economic and Social Committee and the Committee of the 
Regions, COM(97) 454 Final. 
<http://europa.eu.int/comm/dg03/publicat/textile/com454e.htm > 13 
November 2000. 
Fakude, G., (2000), ‘Research report: informalisation in Kwazulu Natal’s clothing 
sector,’ International competitiveness and Value Chains in Selected 
Manufacturing Sectors Study, University of Natal, Industrial Restructuring 
Project, School of Development Studies, Durban, June.  
Gereffi, G, Korzeniewicz, M, and Korzeniewicz, R.P. (1994) ‘Introduction: Global 
Commodity Chains,’ in Gereffi, G and Korzeniewicz, M, 1994 (eds.) 
Commodity Chains and Global Capitalism, Praegar, Westport. 
Gereffi, G. (1994) ‘The Organization of Buyer Driven Global Commodity Chains: How 
US Retailers Shape Overseas Production Networks’ in Gereffi, G. and 
Korzeniewicz, M. (eds.), 1994. 
Gereffi, G. (1999) ‘International Trade and Industrial Upgrading in the Apparel 
Commodity Chain’, Journal of International Economics, Volume 48, pp. 37-70. 
Goldman, T., (2000a) ‘Proposal to Investigate the Position of Homeworkers in 
the South African Garment Value Chain,’ Tanya Goldman, 5 June  
Goldman, T., (2000b), ‘Customs and Excise paper,’ The Women’s Budget Series, 
2000 Issue, IDASA, Cape Town.    115
Graziani, G. (1998) ‘Globalization of Production in the Textile and Clothing Industries: 
The Case of Italian Foreign Direct Investment and Outward Processing in 
Eastern Europe’. University of Berkerley: BRIE WP No. 38., May  
The Guardian, 2000 ‘The trouble with Gap: Jean pool dries up for chino champion,’, 
18-11-00. 
Hamilton, C.B. (1988) ‘Restictiveness and International Transmission of the ‘New’ 
Protectionism’, in R.E. Baldwin, C.B. Hamilton and A. Sapir (eds.) Issues in 
US-EC Trade Relations.  University of Chicago Press, pp. 199 – 227. 
Hamilton, C.B. (1986) ‘An Assessment of Voluntary Restraints on Hong Kong 
Exports to Europe and the USA’, Economica, Vol. 53, pp. 339 – 350. August. 
Harrison, K., (1997), ‘Migrate, Innovate or Evaporate’: Kwazulu Natal Industrial 
Restructuring Project Clothing Industry Study.  Draft Report, June, University of 
Natal, Durban.  
Hertel, T.; Martin, W.; Yanagishima, K. and Dimaranan, B. (1996) ‘Liberalizing 
Manufactures Trade in a Changing World Economy’, in Martin W. and 
Winters, L.A. (eds.) The Uruguay Round and the Developing Countries. 
Cambridge University Press, Cambridge, pp. 183 - 215. 
Hertel, T.W. (1997) Global Trade Analysis: Modelling and Applications. Cambridge 
University Press: Cambridge. 
Hoekman, B. and Djankov S. (1996) ‘Catching Up with Eastern Europe? The 
European Union’s Mediterranean Free Trade Initiative’.  World Bank Policy 
Research Working Paper 1562 , Washington, D.C., January.   
<http://www.worldbank.org/html/dec/Publications/Workpapers/wps1562.pdf>  
Hoekman, B. and Kostecki, M. (1995) The Political Economy of the World Trading 
System: From GATT to WTO. Oxford University Press, Oxford. 
House, Keryn and Williams, Augustin, 2000, ‘The Status of Employment in the South 
African Clothing Sector – Diverting a “Race to the Bottom”,’ paper for 2000 
Annual Forum, Glenburn Lodge, Muldersdrift, DTI, South Africa 
Humphrey, J and Schmitz, H. (2000), ‘Governance and Upgrading in Global Value 
Chains,’ paper prepared for Bellagio workshop, September, IDS, University of 
Sussex, UK. 
Joekes, S. (1999) ‘Bringing Gender Analysis into the Value Chain,’ note prepared for 
IDS Globalisation Workshop, September, IDS. 
Just-style.com, (1 March 2000), ‘M&S supplier plunges into loss’ 
Just-style.com, (11 Feb 2000), ‘Halcyon days are over for M&S’ (sourced from Retail 
Intelligence) 
Just-style.com, (12 April 2000), ‘M&S leaves its mark on the UK’s apparel industry’  
Just-style.com, (16 October 2000), ‘UK: M&S in outlet sell-off rumours,’ (source Jane 
Mallin)   116
Just-style.com, (19 June 2000), ‘UK: M&S to dismiss ₤54 million claim.’ (source: 
company press release) 
Just-style.com, (11 January 2001), ‘UK: Asda launches cut price clothing range,’  
Just-style.com, (22 January 2001), ‘UK: Poor Marks and little Sparks for M&S Xmas 
efforts (source: Reuters)   
Just-style.com, (29 January 2001), ‘UK: clothes prices will recover in 2001 – Report’ 
http://just-style.com/news_print.asp?art=11941 
Just-style.com, (6 Sept 2000), ‘UK textile workers – a dying breed’  
Just-style.com, (7 Nov 2000), ‘UK: M&S sales crumble, hopes pinned on 2001,’ 
(source: Reuters) 
Just-style.com, (7 Sept 2000), ‘UK: M&S signs up with major E-commerce Players’ 
(source: company press release) 
 
Kaminski, B. (1994) ‘The Significance of the “Europe Agreements” for Central 
European Industrial Exports’. International Trade Division, International 
Economics department, Policy Research Working Paper 1314, World Bank, 
Washington, D.C., June 
Kaplinsky, R. (2000) ‘Spreading the Gains from Globalisation: What can be Learned 
from Value Chain Analysis,’  IDS Working Papers No. 110, IDS, University of 
Sussex, Brighton. 
Kaplinsky, R. and Readman, J. (2000) ‘Globalisation and Upgrading: What Can (and 
Cannot) be Learnt from International Trade Statistics in the Wood Furniture 
Sector?,’ IDS, University of Sussex, UK, and CENTRIM, University of 
Brighton, UK. 
Kathuria, S. and Bhardwaj, J. (1998) ‘Export Quotas and Policy Constraints in the 
Indian Textile and Garment Industries’.  World Bank Policy Research Working 
Paper  2012, World Bank, Washington, D.C., October. 
<http://www.worldbank.org/html/dec/Publications/Workpapers/wps2000series/
wps2012/wps2012.pdf >  
Kennan, J. and Stevens, C. (1998) ‘From Lomé to the GSP: Implications for the ACP 
of Losing Lomé Trade Preferences’.  Manchester: Development Studies 
Association, DSA European Development Policy Study Group, Discussion 
paper No. 8.  (Also available on the web as IDS Research paper for Oxfam, 
GB. <http://www.oxfam.org.uk/policy/papers/lome-gsp/index.htm>  
Littlewoods, n.d. ‘Guidelines for completing the supplier assessment,’ (mimeo) 
 
Lynn Salinger, B., Haroon Bhorat, Diane P. Flaherty, and Malcolm Keswell, (2000), 
‘Promoting the competitiveness of textiles and clothing manufacture in South 
Africa: preliminary report,’ Equity and Growth Through Economic Research: 
Trade Regimes and Growth,  Associates For International Resources And 
Development, Cambridge, MA    117
Marks and Spencer, (2000), ‘Interim Results Announcement: 26 weeks ended 30 
September 2000,’ November 7.  
Martin W. and Winters, L.A. (1996) The Uruguay Round and the Developing 
Countries. Cambridge University Press: Cambridge. 
McCormick, D. (2000) ‘Value Chains, Production Networks and the Business 
System: Preliminary thoughts with examples from Kenya's Textile and 
Garment Industry,’ paper prepared for Bellagio workshop, September. IDS, 
University of Nairobi, Kenya. 
Motala, Shirin, (2000), ‘Sub-sectoral study of the informal economy: An investigation 
of the links between formal and informal businesses in the clothing industry in 
the Durban CBD.’  Research report for the Process of Developing an Effective 
and Inclusive Policy for the Informal Economy for Durban’s North and South 
Central Local Councils, Study 2.2, University of Natal, Durban, May  
October, L. (1996), Sectors, clusters and regions: a study of the Cape Clothing 
industry,’ DPRU Industrial Strategy Project: Phase II, Working Paper 2, 
Development Policy Research Unit, University of Cape Town, July 
OETH (1997), ‘Country Profile: South Africa,’ pp 83-98 in Textiles and Clothing, 
Quarterly Bulletin, Vol. IV, No. 1, OETH, Brussels, June 
OETH (1998) ‘Special Topic: The Future of Clothing Retailing,’ Quarterly Bulletin: 
Textiles and Clothing, Vol. VII, No. 4. 
OETH (1999) The EU Textile and Clothing Sector, 1999: A Factual Report.  Prepared 
by OETH at the request of Directorate General III of the European 
Commission, OETH, Brussels, April  
OETH (2000a).  ‘Phase III of the Agreement on Textiles and Clothing:  Identifying 
Areas for Reform:  Final report,’ Study prepared for the International 
Economic Policy Department (IEPD) of the Department for International 
Development (DFID), OETH, Brussels, January 
OETH (2000b) ‘Consumption and Retailing,’ Chapter 6, in The EU Textile and 
Clothing Sector, 2000, A Factual Report, Prepared by OETH for the 
Directorate General Enterprise of the European Commission, OETH, 
Brussels, May. 
Palpacuer, F. (2000) ‘Promoting Industrial Upgrading and Decent Jobs in an 
Economy of Globalisation’ (draft)   
PriceWaterhouseCoopers, n.d. ‘Proposal for integration at stage 3 of the Agreement 
on Textiles and clothing,’ PWC, London 
Prinsloo, E., (1996), ‘Sectors, clusters and regions: the clothing industry in Durban,’ 
DPRU Industrial Strategy Project: Phase II, Working Paper 3, Development 
Policy Research Unit, University of Cape Town, July.  
Reinert, K.A. (2000) ‘Give Us Virtue, But Not Yet: Safeguard Actions under the 
Agreement on Textiles and Clothing’, The World Economy, Vol. 23, No. 1, pp. 
25 – 56, January.   118
Retail Intelligence (2000a) Clothing Retailing in Europe, Corporate Intelligence 
Group, London. 
Retail Intelligence (2000b) ‘Clothing and footwear retailing,’ in Retailing in the UK and 
Ireland, Corporate Intelligence Group, London. 
Riley, T. and Benvenisti, R. (1998) ‘Lesotho’s Garment Exports: Attracting Foreign 
Direct Investment’, Findings, Africa Region No. 103, World Bank, January. 
<http://www.worldbank.org/aftdr/findings/english/find103.htm>  
Robins, N.; Humphrey, L.  (2000) Sustaining the Rag Trade: Social and 
Environmental Trends in the UK Clothing Retail Sector, International Institute 
for Environment and Development (IIED), London, April. 
Rollo, J. and Winters, L.A. (2000) ‘Subsidiarity and Governance Challenges for the 
WTO: Environmental and Labour Standards’, The World Economy, Vol. 23, 
No. 4, pp. 561 – 576, April. 
Sbragia, A.M. (2000) ‘Environmental Policy: Constraints and External Pressures’, in 
H. Wallace and W. Wallace (eds.) Policy Making in the European Union.  
Oxford: O.U.P., 4
th edition, pp. 293 - 316. 
Scheffer, M. (1994) The Changing Map of European Textiles:  Production and 
Sourcing Strategies of Textile and Clothing Firms, OETH, Brussels. 
Schmitz, H. and Knorringa, P. (1999) ‘Learning from Global Buyers’, IDS Working 
Paper 100. <http://www.ids.ac.uk/ids/bookshop/wp/Wp100.pdf>  
SELA Permanent Secretariat (1999) ‘The World Trade Organization Agreement on 
Textiles and Clothing:  Informative Note’. 
<http://lanic.utexas.edu/projects/sela/eng_docs/rgpcdi9-99.htm>  
Smith, D.A. (1996) ‘Going South: Global Restructuring in Garments Production- 
Three East Asian Cases’, Asian Perspectives, Vol. 20, No. 2. 
Service Organisation for Compliance Audit Management (SOCAM), (2000), 1999 
Annual Report, SOCAM, Vilvoorde, May 
South Africa, (2000), Clothing and Textiles Sector Summit, 2000: report (mimeo) 
Spinanger, D. (1999) ‘Faking Liberalization and Finagling Protectionism: The 
ATC at Its Best’, background paper to an ERF/IAI/World Bank Workshop in 
Cairo 14-15 July 1999, Preparing for the WTO 2000 Negotiations: Mediterranean 
Interests and Perspectives, June. 
<http://www1.worldbank.org/wbiep/trade/papers_2000/BPatc.pdf>  
Stevens, C. (2000) ‘Trade with Developing Countries: Banana Skins and Turf Wars’, 
in H. Wallace and W. Wallace (eds.) Policy Making in the European Union.  
Oxford: O.U.P., 4
th edition, pp. 401 - 426. 
Sudworth, E. and Van Hove, K. (1998) ‘European Union-South Africa Trade 
Negotiations: Insights into an ECP-EU Negotiation Process’.  Maastricht: 
European Centre for Development Policy Management WP No. 57, April. 
<http://www.oneworld.org/ecdpm/pubs/wp57_gb.htm>   
Textile Asia  (1998), ‘EU Clothing at a Glance,’ pp.116-9, December.    119
The Times (2001) ‘Retailers may prove the next great buy,’ 01-01-01. 
Trela, I. and Whalley, J. (1990) ‘Global Effects of Developed Country Trade 
Restrictions on Textiles and Apparel’, Economic Journal, Vol. 100, pp. 1190 – 
1205, December. 
Underhill, G.R.D. (1998) Industrial Crisis and the Open Economy.  Houndmills: 
Macmillan Press. 
United Nations Conference on Trade and Development (1995) ‘An Analysis of 
Trading Opportunities Resulting from the Uruguay Round in Selected Sectors: 
Agriculture, Textiles and Clothing, and Other Industrial Products’. Geneva: Ad 
Hoc Working Group on Trading Opportunities in the New International 
Trading System, Report by the Secretariat, TD/B/WG.8/2. 
United Nations Conference on Trade and Development (1995) ‘Preliminary Analysis 
of Opportunities and Challenges Resulting from the Uruguay Round 
Agreement on Textiles and Clothing’. Geneva: Report by the UNCTAD 
Secretariat, GE. 95 - 53391. 
United Nations Conference on Trade and Development (1999) Profiting from Green 
Consumerism in Germany. Opportunities for Developing Countries in Three 
Sectors: Leather and Footwear, Textiles and Clothing, and Furniture. Geneva: 
Analytical Studies on Trade, Environment and Development. 
United Nations Conference on Trade and Development (2000) ‘The Agreement on 
Textiles and Clothing and Related Trade Policy Developments’, in A Positive 
Agenda for Developing Countries: Issues for Future Trade Negotiations, New 
York and Geneva, pp. 207-220. 
Valodia, I. (2000), ‘Understanding formal and informal economy dynamics in the 
South African labour market: the implications of globalisation, economic 
fluctuations and local state restructuring,’ Funding proposal, School of 
Development Studies, University of Natal, Durban.  
Whalley, J. (1999) ‘Notes on Textiles and Apparel: The Next Trade Round’, notes 
prepared for a Conference on Developing Countries in the Next WTO Trade 
Round at Harvard University, No. 5/6 1999, October. 
<http://www.ksg.harvard.edu/Trade_Workshop/whalley%20textiles.PDF>  
World Bank (1996) ‘Africa Can Compete in Europe’, Findings, Africa Region No. 65, 
June. <http://www.worldbank.org/aftdr/findings/english/find65.htm>  
WTO (1999a) Annual Report, International Trade Statistics, WTO, Geneva 
World Trade Organization (1999b) ‘Report of the Textiles Monitoring Body 
G/L/319’, Geneva, 29 Sept..  
Yang, Y. (1994) ‘The Impact of MFA Phasing Out on World Clothing and Textile 
Markets’, Journal of Development Studies, Vol. 54, No. 3, pp. 892 – 915, July.  120
 
Appendix 2:  Product Category Descriptions for HS 61 & 62 at 4-Digit Level  
 
  HS 61 -  
6101  men’s or boys’ overcoats, car-coats, capes, cloaks, anoraks, incl. ski-jackets, wind-cheaters, wind-jackets and similar articles, knitted or crocheted (excl. suits, 
ensembles, jackets, blazers and trousers) 
6102  women’s or girls’ overcoats, car-coats, capes, cloaks, anoraks, incl. ski-jackets, wind-cheaters, wind-jackets and similar articles, knitted or crocheted (excl. suits, 
ensembles, jackets, blazers, dresses, skirts, divided skirts and trouse 
6103  men’s or boys’ suits, ensembles, jackets, blazers, trousers, bib and brace overalls, breeches and shorts (excl. wind-jackets and similar articles, separate 
waistcoats, track suits, ski suits and swimwear) 
6104  women’s or girls’ suits, ensembles, jackets, dresses, skirts, divided skirts, trousers, bib and brace overalls, breeches and shorts, knitted or crocheted (excl. wind-
jackets and similar articles, slips, petticoats and panties, track suits, 
6105  men’s or boys’ shirts, knitted or crocheted (excl. nightshirts, t-shirts, singlets and other vests) 
6106  women’s or girls’ blouses, shirts and shirt-blouses, knitted or crocheted (excl. t-shirts and vests) 
6107  men’s or boys’ underpants, briefs, nightshirts, pyjamas, bathrobes, dressing gowns and similar articles, knitted or crocheted (excl. vests and singlets) 
6108  women’s or girls’ slips, petticoats, briefs, panties, nightdresses, pyjamas, negliges, bathrobes, dressing gowns, housecoats and similar articles, knitted or
crocheted (excl. t-shirts, vests, brassieres, girdles, corsets and similar articl 
6109  t-shirts, singlets and other vests, knitted or crocheted 
6110  jerseys, pullovers, cardigans, waistcoats and similar articles, knitted or crocheted (excl. wadded waistcoats) 
6111  babies’ garments and clothing accessories, knitted or crocheted (excl. hats) 
6112  track-suits, ski-suits and swimwear, knitted or crocheted 
6113  garments, knitted or crocheted, ￿ubberised or impregnated, coated or covered with plastics or other materials (excl. babies’ garments and clothing accessories) 
6114  special garments for professional, sporting or other purposes, n.e.s., knitted or crocheted 
6115  panty hose, tights, stockings, socks and other hosiery, incl. stockings for varicose veins, knitted or crocheted (excl. for babies) 
6116  gloves, mittens and mitts, knitted or crocheted (excl. for babies) 
6117  made up clothing accessories, knitted or crocheted; knitted or crocheted parts of garments or of clothing accessories n.e.s. 
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  HS 62   
6201  men's or boys' overcoats, car-coats, capes, cloaks, anoraks, incl. ski-jackets, wind-cheaters, wind-jackets and similar articles (excl. knitted or crocheted, suits, 
ensembles, jackets, blazers and trousers) 
6202  women's or girls' overcoats, car-coats, capes, cloaks, anoraks, incl. ski-jackets, wind-cheaters, wind-jackets and similar articles (excl. knitted or crocheted, 
suits, ensembles, jackets, blazers and trousers) 
6203  men's or boys' suits, ensembles, jackets, blazers, trousers, bib and brace overalls, breeches and shorts (excl. knitted or crocheted, wind-jackets and similar 
articles, separate waistcoats, track suits, ski suits and swimwear) 
6204  women's or girls' suits, ensembles, jackets, dresses, skirts, divided skirts, trousers, bib and brace overalls, breeches and shorts (excl. knitted or crocheted,
wind-jackets and similar articles, slips, petticoats and panties, track suits, 
6205  men's or boys' shirts (excl. knitted or crocheted, nightshirts, singlets and other vests) 
6206  women's or girls' blouses, shirts and shirt-blouses (excl. knitted or crocheted and vests) 
6207  men's or boys' singlets and other vests, underpants, briefs, nightshirts, pyjamas, bathrobes, dressing gowns and similar articles (excl. knitted or crocheted) 
6208  women's or girls' vests, slips, petticoats, briefs, panties, nightdresses, pyjamas, negliges, bathrobes, dressing gowns, housecoats and similar articles (excl.
knitted or crocheted, brassieres, girdles, corsets and similar articles) 
6209  babies' garments and clothing accessories of all types of textile materials (excl. knitted or crocheted and hats) 
6210  garments made up of felt or nonwovens, whether or not impregnated, coated, covered or laminated; garments of textile fabrics, rubberized or impregnated,
coated, covered or laminated with plastics or other substances (excl. knitted or croch 
6211  track suits, ski suits, swimwear and other garments n.e.s. (excl. knitted or crocheted) 
6212  brassieres, girdles, corsets, braces, suspenders, garters and similar articles and parts thereof, of all types of textile materials, whether or not elasticated, incl.
knitted or crocheted (excl. belts and corselets made entirely of rubber) 
6213  handkerchiefs, of which no side exceeds60 cm (excl. knitted or crocheted) 
6214  shawls, scarves, mufflers, mantillas, veils and similar articles (excl. knitted or crocheted) 
6215  ties, bow ties and cravats of textile materials (excl. knitted or crocheted) 
6216  gloves, mittens and mitts of all types of textile materials (excl. knitted or crocheted and for babies) 
6217  made up clothing accessories and parts of garments or clothing accessories, of all types of textile materials n.e.s. (excl. knitted or crocheted) 
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Appendix 3:  Extra-EU Trade Partners Considered In Regional Analysis 
  CIS/Baltic/CEEC              
North Africa/Med  CEECs  Sub-Saharan 
Africa (SSA) 
SSA (cont.)  South Asia  Latin/Central 
America 
Developed  Caribbean  Pacific & other islands  
ALGERIA ALBANIA  ANGOLA  MAYOTTE  AFGHANISTAN ARGENTINA  ANDORRA  ANGUILLA  AMERICAN OCEA 
CEUTA AND MEL  BOSNIA HERZEG  BENIN  MOZAMBIQUE  BANGLADESH  BOLIVIA  AUSTRALIA  ANTIGUA & B  B.I.O.T. 
EGYPT BULGARIA  BOTSWANA  NAMIBIA  BHUTAN  BRAZIL  AUSTRALIAN OCARUBA FAROE  ISLANDS 
ISRAEL CROATIA  BURKINA 
FASO 
NIGER INDIA  CHILE  CANADA  BAHAMAS  FEDERATION  OF 
JORDAN CZECH  REP  BURUNDI  NIGERIA  MALDIVES  COLOMBIA GIBRALTAR BARBADOS  FIJI 
LEBANON  F.R. OF YUGOS  CAMEROON  REUNION  NEPAL  COSTA RICA  GREENLAND  BELIZE  FRENCH POLYNE 
LIBYA FORMER  JUG.R 
/Macedonia 
CAPE VERDE  RWANDA  PAKISTAN  ECUADOR  ICELAND  BERMUDA  KIRIBATI 
MALTA HUNGARY  CENTER 
AFRICA 
SAO TOME   SRI LANKA  EL SALVADOR  JAPAN  CAYMAN  MARSHALL ISLA 
MOROCCO POLAND  CHAD  SENEGAL  East Asia  FRENCH 
GUYANA 
NEW ZEALAND  CUBA  NAURU 
TUNISIA ROMANIA  COMOROS  SEYCHELLES  BRUNEI  GUATEMALA  NEW  ZEALAND 
O 
DOMINICA NEW  CALEDONIA 
WEST BANK/GAZ  SLOVAKIA  CONGO  SIERRA LEONE  CAMBODIA  GUYANA  NORWAY  DOMINICAN 
REP 
NORTH MARIAN 
 SLOVENIA  DJIBOUTI  SOMALIA  CHINA  HONDURAS SAN  MARINO  GRENADA  PALAU 
Middle East  Baltic  EQUAT. 
GUINEA 
S. AFRICA  HONG KONG  MEXICO  SWITZ.  GUADELOUPE  PITCAIRN ISLA 
BAHRAIN ESTONIA  ERITREA  SUDAN  INDONESIA  NICARAGUA TURKEY  HAITI  SOLOMON  ISLAN 
CYPRUS  LATVIA  ETHIOPIA  SWAZILAND  LAOS  PANAMA  USA   JAMAICA  ST CHRISTOPHE 
IRAN LITHUANIA  GABON  TANZANIA  MACAO  PARAGUAY  VATICAN CITY  MARTINIQUE  ST HELENA 
IRAQ  CIS  GAMBIA  TOGO  MALAYSIA  PERU    MONTSERRAT  ST PIERRE & M 
KUWAIT ARMENIA  GHANA  UGANDA  MONGOLIA SURINAM    NETH.  ANTILLE TONGA 
OMAN  AZERBAIJAN  GUINEA  ZAIRE  MYANMAR  URUGUAY    ST LUCIA  WALLIS & FU 
QATAR BELARUS  IVORY  COAST  ZAMBIA  NEW  GUINEA 
PA 
VENEZUELA   ST  VINCENT   
SAUDI ARABIA  GEORGIA  KENYA  ZIMBABWE  N. KOREA      TRINIDAD AND   
SYRIA  KAZAKHSTAN  LESOTHO    PHILIPPINES      TURKS & CAI   
UNION OF ARAB  KYRGHISTAN  LIBERIA    SINGAPORE      VIRGIN ISLAND  
YEMEN MOLDOVA  MADAGASCAR   S.  KOREA        
 RUSSIA  MALAWI    TAIWAN         
 TADJIKISTAN  MALI    THAILAND         
 TURKMENISTAN  MAURITANIA    VIETNAM         
 UKRAINE  MAURITIUS             
 UZBEKISTAN                 123
Appendix 5:  Growth Rates in Market Share of Non-EU Partners 
 
Table 5A. Extra EU partners which have exhibited percentage growth in their share of 





Share of extra-EU* 
In 1993 




Rank share in 93 
(1) 
Rank share in 97 
(2) 
F.R. OF YUGOS   0.0004% 0.4439%  111521.28  121  36 
CAPE VERDE IS   0.0002% 0.0067%  4121.27  136  83 
TADJIKISTAN     0.0002% 0.0079%  3067.58  128  79 
VATICAN CITY   0.0000% 0.0002%  1708.11  157  128 
ST PIERRE & M  0.0000% 0.0001%  1454.97  161  132 
TRINIDAD & T   0.0001% 0.0013%  1027.26  144  106 
SURINAM      0.0001% 0.0015% 948.70 140  105 
GHANA         0.0000% 0.0004% 938.84 150  120 
RWANDA      0.0000% 0.0002% 876.38 152  127 
ST CHRISTOPHE   0.0000% 0.0001% 864.32 157  135 
BOTSWANA        0.0005% 0.0043% 751.33 118  91 
ESTONIA         0.0484% 0.4033% 733.91 58  37 
MYANMAR      0.0314% 0.2352% 649.22 66  44 
NETH. ANTILLE   0.0001% 0.0003% 464.13 148  122 
BOSNIA HERZEG   0.0250% 0.1311% 423.50 71  54 
LITHUANIA       0.1648% 0.8574% 420.38 45  28 
SOMALIA         0.0000% 0.0000% 406.27 162  154 
LATVIA         0.0763% 0.3585% 369.76 54  41 
NAMIBIA       0.0004% 0.0021% 362.50 120  99 
MALI            0.0002% 0.0008% 293.18 131  109 
YEMEN        0.0000% 0.0000% 285.73 157  147 
CUBA          0.0007% 0.0026% 283.91 116  96 
FRENCH POLYNE   0.0001% 0.0003% 265.43 147  125 
BELARUS         0.0866% 0.3087% 256.72 51  42 
BURKINA FASO    0.0001% 0.0004% 237.51 143  121 
NEW GUINEA PA   0.0001% 0.0002% 211.55 149  130 
CAMBODIA        0.1281% 0.3977% 210.48 49  38 
ALBANIA        0.0540% 0.1589% 194.37 56  52 
MADAGASCAR     0.1608% 0.4530% 181.73 46  35 
MOLDOVA         0.0271% 0.0684% 152.87 69  60 
NORWAY         0.0478% 0.1139% 138.19 59  55 
UKRAINE         0.2415% 0.5658% 134.29 40  31 
MAURITANIA    0.0015% 0.0036% 130.27 107  94 
BAHAMAS        0.0004% 0.0008% 123.26 123  111 
JORDAN          0.0249% 0.0533% 114.27 73  62 
CANADA         0.0787% 0.1676% 113.05 53  50 
BELIZE          0.0017% 0.0036% 111.04 105  93 
 
Note: FR of Yugoslavia is Macedonia.   124
Table 5B. Extra EU partners which have exhibited a fall in their share of export 










Rank share in 93 
(3) 
Rank share in 97
(4) 
HONDURAS     0.0341% 0.0092%  -72.97  63  76 
PARAGUAY     0.0012% 0.0003%  -73.99  108  123 
LESOTHO        0.0514% 0.0115%  -77.56  57  74 
BRUNEI          0.0030% 0.0007%  -77.87  96  114 
FAROE ISLANDS   0.0002% 0.0000%  -78.57  132  147 
ALGERIA   0.0078% 0.0017%  -78.69  86  103 
BRAZIL      0.3772% 0.0787%  -79.15  36  58 
TURKMENISTAN    0.0002% 0.0000%  -79.16  130  146 
LIBYA          0.0001% 0.0000%  -79.34  145  153 
URUGUAY   0.0134% 0.0028%  -79.43  76  95 
KENYA         0.0359% 0.0067%  -81.28  62  84 
ZAMBIA        0.0068% 0.0008%  -87.53  87  109 
TONGA        0.0000% 0.0000%  -87.95  152  160 
ZAIRE          0.0007% 0.0001%  -88.23  116  140 
QATAR       0.0044% 0.0005%  -89.07  93  118 
MALAWI     0.0009% 0.0001%  -89.35  112  139 
DOMINICA   0.0019% 0.0002%  -90.12  104  129 
GABON          0.0001% 0.0000%  -90.14  146  157 
MOZAMBIQUE     0.0012% 0.0001%  -90.53  109  134 
GREENLAND       0.0008% 0.0001%  -91.05  115  144 
SENEGAL       0.0033% 0.0003%  -91.41  95  124 
GUINEA          0.0003% 0.0000%  -92.69  124  151 
SOLOMON ISLAN   0.0000% 0.0000%  -92.77  151  160 
OMAN           0.0092% 0.0005%  -94.78  84  117 
ETHIOPIA       0.0097% 0.0005%  -95.20  82  119 
ANGOLA         0.0001% 0.0000%  -96.09  139  159 
CEUTA AND MEL   0.0005% 0.0000%  -97.22  119  155 
DJIBOUTI    0.0004% 0.0000%  -99.22  122  160 








Appendix 5:  Changes in Regional Origins of Extra EU Imports, HS 61, HS 62. 
 
For HS 61 (knitted and crocheted garments) East Asia dominates, but this time the 
strength of the ‘developed’ group also emerges.  There is a far more balanced picture than 
that reported for the clothing sector as a whole with Sub-Saharan Africa, the CEECs, the 
Middle East and North Africa better represented.  Three regions have maintained their 
relative positions: North Africa, ‘developed’ and Sub-Saharan Africa.  Around this core, a 
relatively wide set of newcomers is manifest, with increased shares of the   125
Baltic/CIS/CEEC group and of South Asia
224. The combined pattern of decline and 
expansion can be interpreted as a displacement of East Asia by both South Asia and the 
CEEC.  The Middle East area is also displaced and, in the small group, the Baltics might 
have displaced Latin/Central America. 
 
The breakdown of shares for HS 62 (woven garments) shows a far more concentrated 
export pattern with a three-tier structure in place.  Again, East Asia is by far the dominant 
region but is followed relatively closely by the CEECs (whose share is twice that of the 
‘developed’ region), North Africa and South Asia.  In fact the ‘developed’ group’s share is 
similar to that of South Asia and neither have witnessed much change.  Sub-Saharan 
Africa and North Africa’s shares have slightly increased but can be considered stable in 
the light of the more pronounced increases characteristic of the Baltic/CIS/CEECs group.  
East Asia takes the brunt of the displacement.  For the smaller regions, a decline is 
observed for the Middle East, and Latin/Central America, which is potentially being 
displaced by the Caribbean, raising the issue of a shift in exports towards the US.  
 
  
                                                  
224 The increase of the Pacific as a group is to be considered cautiously as a number of countries 
in the region had no production and as the small value of exports from the region group gives 
undue weight to one key successful exporter (North Marian accounts in 1997 for 80 percent of the 
region’s exports from a zero level in 1993).     126
Figure 5. Regional origin of extra-EU HS 61 imports, 1993, 1997. 
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Latin/Central America  1.63 0.90 -45.11
Middle East  2.20 1.47 -33.12
Caribbean  0.55 0.47 -13.70
East Asia  43.86 40.06 -8.67
SS Africa  3.94 3.68 -6.80
North Africa  8.87 8.72 -1.68
Developed   20.06 20.27 1.07
South Asia  9.79 12.04 23.02
CEECs  8.75 10.92 24.83
Pacific and other 
islands   0.04 0.05 26.68
CIS  0.15 0.43 186.06
Baltic  0.17 0.99 495.08
 100.00 100.00  127
CIS/Baltic/CEEC 9.07 12.35 36.17
Asia 53.65 52.10 -2.89
 









Pacific & other islands   0.02 0.01 -42.19
Middle East  0.98 0.73 -25.18
Latin/Central America  0.43 0.34 -21.60
East Asia  39.24 33.40 -14.87
Developed   10.35 10.53 1.75
SS Africa  1.59 1.63 2.53
North Africa  14.94 15.40 3.05
South Asia  10.25 10.86 5.92
CEECs  20.85 23.11 10.85
Caribbean  0.03 0.04 33.42
CIS  0.95 1.92 101.45
Baltic  0.36 2.03 455.95
 100.00 100.00
CIS/Baltic/CEEC 22.17 27.06 22.07
Asia 49.49 44.26 -10.57
 
 
Figure 6. Regional origin of extra-EU HS 62 imports, 1993, 1997. 
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Appendix 6:  Changes in EU import shares for large suppliers, HS61, 62.  
 
Figure 9. Extra-EU clothing import shares: percentage change for the large 
suppliers. 
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Appendix 7:  Share of national markets in EU exports of individual countries (large exporters).  
 
Table 9A:   Share of knitted (HS61) garments going to each MS market, 1993-7 (large exporters)
225 
 HS 61   1993 
 KNITTED  EU(12) Fr. Bel./Lux.  Neth. Ger.  Italy  UK Ire.  Den. Greece  Port. Spain
Switz.       C001  100.0% 5.5%  3.2% 4.9% 67.7% 7.7% 4.4% 1.9% 0.8% 0.3% 3.4% 0.3%
TURKEY        052  100.0% 8.9%  1.4% 10.2% 65.7% 3.0% 8.4% 0.1% 1.7% 0.0% 0.0% 0.5%
POLAND        060  100.0% 15.2%  1.4% 6.7% 44.2% 4.8% 1.5% 0.0% 25.8% 0.0% 0.2% 0.2%
CZECH REP.    061  100.0% 6.2%  0.8% 0.9% 82.8% 7.4% 1.1% 0.0% 0.6% 0.0% 0.0% 0.2%
HUNGARY       064  100.0% 6.9%  0.6% 10.6% 72.3% 6.5% 2.1% 0.0% 1.0% 0.0% 0.0% 0.0%
ROMANIA       066  100.0% 37.5%  4.2% 2.7% 33.8% 11.7% 9.6% 0.0% 0.2% 0.0% 0.0% 0.2%
SLOVENIA      091  100.0% 3.9%  0.3% 4.5% 84.7% 6.4% 0.1% 0.0% 0.1% 0.0% 0.0% 0.1%
MOROCCO       204  100.0% 70.2%  2.1% 0.8% 18.5% 1.9% 3.3% 0.0% 0.0% 0.0% 0.0% 3.1%
TUNISIA       212  100.0% 45.3%  4.2% 9.3% 24.9% 14.6% 0.3% 0.0% 0.1% 0.0% 0.0% 1.3%
MAURITIUS     373  100.0% 39.4%  1.5% 6.2% 18.5% 8.4% 19.5% 0.2% 0.5% 0.0% 0.1% 5.7%
UNITED STATES 400 100.0% 11.0%  23.9% 7.4% 22.7% 6.7% 19.4% 0.9% 2.1% 1.8% 0.7% 3.3%
ISRAEL        624  100.0% 17.5%  2.4% 10.7% 25.8% 3.3% 34.2% 0.8% 0.2% 0.2% 0.0% 4.8%
UNION OF ARAB 647 100.0% 16.6%  5.2% 10.4% 37.2% 1.1% 26.0% 2.6% 0.7% 0.0% 0.1% 0.0%
PAKISTAN      662  100.0% 14.5%  3.6% 7.7% 48.3% 2.6% 18.8% 0.1% 2.8% 0.1% 0.0% 1.5%
INDIA         664  100.0% 19.2%  4.8% 14.1% 33.9% 7.8% 16.5% 0.4% 1.8% 0.0% 0.1% 1.4%
BANGLADESH    666 100.0% 14.2%  2.5% 12.9% 34.6% 6.2% 22.3% 0.2% 6.1% 0.0% 0.1% 0.9%
SRI LANKA     669  100.0% 10.9%  1.0% 11.6% 35.5% 2.9% 34.1% 1.1% 1.1% 0.0% 0.0% 1.8%
THAILAND      680  100.0% 24.1%  4.4% 5.1% 33.6% 5.6% 20.8% 0.1% 3.3% 0.1% 0.2% 2.6%
INDONESIA     700  100.0% 16.0%  4.1% 19.8% 27.1% 4.2% 23.7% 0.7% 3.0% 0.1% 0.0% 1.3%
MALAYSIA      701  100.0% 16.5%  1.6% 6.0% 21.7% 8.0% 40.4% 1.2% 2.9% 0.4% 0.1% 1.3%
SINGAPORE     706  100.0% 21.3%  2.2% 8.3% 30.0% 1.9% 30.3% 0.6% 3.2% 0.1% 0.0% 2.1%
PHILIPPINES   708  100.0% 14.0%  3.5% 8.8% 38.8% 2.9% 23.1% 0.2% 5.6% 0.0% 0.2% 3.0%
CHINA         720  100.0% 7.4%  5.7% 6.1% 37.6% 8.3% 25.5% 0.5% 6.9% 0.2% 0.1% 1.6%
SOUTH KOREA   728 100.0% 16.4%  2.6% 16.6% 39.4% 2.2% 17.2% 0.4% 3.7% 0.2% 0.1% 1.3%
TAIWAN        736  100.0% 4.9%  1.7% 9.0% 52.9% 1.9% 26.6% 0.3% 1.0% 0.1% 0.1% 1.5%
HONG KONG     740  100.0% 6.3%  1.1% 13.7% 43.8% 2.5% 27.0% 0.5% 3.4% 0.3% 0.2% 1.1%
MACAO         743  100.0% 27.1%  2.5% 6.3% 39.8% 2.3% 17.1% 0.4% 2.7% 0.1% 0.9% 0.8%
TOTAL 100.0% 16.2%  3.2% 9.4% 42.6% 5.0% 18.2% 0.4% 3.2% 0.2% 0.2% 1.5%
 
                                                  




 HS61  
KNITTED  EU(15) Fr.  Bel./Lux. Neth. Ger.  Italy  UK  Ire.  Den.  Greece Port. Spain Swe.  Fin.  Aust. 
Switz.       C001  100.0%  10.6%  1.1% 3.9% 52.5% 6.9% 12.0% 1.0% 0.5% 0.3% 0.5% 0.5% 0.2% 0.5% 9.5% 
TURKEY        052  100.0%  9.3%  4.3% 7.0% 59.8% 2.5% 10.2% 0.3% 1.8% 0.1% 0.0% 0.6% 1.5% 0.3% 2.2% 
POLAND        060  100.0%  8.3%  2.5% 7.6% 37.8% 6.7% 2.3% 0.0% 28.5% 0.0% 0.6% 0.4% 4.5% 0.6% 0.3% 
CZECH REP.    061  100.0%  5.6%  1.3% 1.0% 71.0% 5.8% 0.4% 0.0% 0.8% 0.0% 0.0% 0.0% 0.6% 0.5% 12.9% 
HUNGARY       064  100.0%  7.7%  0.8% 11.3% 47.5% 12.7% 0.8% 0.0% 0.5% 0.1% 0.0% 0.2% 0.5% 1.0% 17.0% 
ROMANIA       066  100.0%  27.7%  3.6% 3.1% 26.4% 27.4% 7.6% 0.2% 0.0% 0.2% 0.0% 0.2% 0.6% 0.1% 2.7% 
SLOVENIA      091  100.0%  3.1%  0.1% 4.1% 75.8% 11.1% 0.0% 0.0% 0.1% 0.0% 0.0% 0.0% 3.5% 0.0% 2.2% 
MOROCCO       204  100.0%  66.0%  9.2% 0.2% 11.6% 1.1% 7.7% 0.1% 0.0% 0.0% 0.1% 3.6% 0.1% 0.1% 0.2% 
TUNISIA       212  100.0%  34.3%  10.2% 4.9% 13.8% 33.3% 0.6% 0.0% 0.1% 0.0% 0.0% 2.1% 0.1% 0.0% 0.5% 
MAURITIUS     373  100.0%  36.1%  4.6% 2.5% 10.9% 9.6% 30.6% 0.3% 0.6% 0.1% 0.2% 2.8% 1.3% 0.1% 0.5% 
UNITED STATES 400 100.0%  5.2%  11.1% 13.8% 17.3% 4.2% 34.8% 0.7% 2.7% 1.6% 0.5% 3.5% 3.1% 0.5% 1.0% 
ISRAEL        624  100.0%  6.5%  5.1% 18.8% 12.6% 1.1% 49.5% 0.2% 0.2% 0.2% 0.0% 4.4% 0.5% 0.0% 0.8% 
UNION OF ARAB 647 100.0%  14.3%  22.2% 4.4% 20.1% 2.4% 30.7% 0.8% 0.1% 0.0% 0.1% 2.5% 1.8% 0.2% 0.5% 
PAKISTAN      662  100.0%  13.2%  4.8% 12.6% 33.2% 3.4% 22.2% 0.3% 3.0% 0.1% 0.1% 2.8% 2.6% 0.9% 0.7% 
INDIA         664  100.0%  21.2%  6.7% 11.4% 23.0% 8.2% 16.2% 1.0% 2.4% 0.1% 0.1% 2.9% 3.1% 1.4% 2.2% 
BANGLADESH    666 100.0%  19.8%  7.1% 11.7% 20.1% 6.3% 24.3% 0.5% 3.8% 0.2% 0.1% 1.7% 2.3% 1.2% 0.9% 
SRI LANKA     669  100.0%  4.9%  7.9% 7.4% 22.8% 2.7% 49.8% 1.1% 1.0% 0.0% 0.2% 0.8% 0.6% 0.0% 0.8% 
THAILAND      680  100.0%  16.2%  9.4% 7.0% 22.5% 3.8% 25.5% 0.3% 2.7% 0.5% 0.1% 4.6% 4.9% 1.0% 1.6% 
INDONESIA     700  100.0%  8.3%  8.0% 14.9% 26.6% 4.6% 26.6% 1.7% 3.2% 0.2% 0.0% 2.5% 1.4% 0.5% 1.5% 
MALAYSIA      701  100.0%  8.6%  13.7% 4.1% 22.3% 7.5% 29.7% 4.8% 2.7% 0.8% 0.2% 3.0% 1.1% 0.4% 1.2% 
SINGAPORE     706  100.0%  7.9%  9.9% 11.5% 28.4% 1.3% 29.9% 1.4% 3.7% 0.2% 0.1% 2.3% 1.7% 0.5% 1.1% 
PHILIPPINES   708  100.0%  10.4%  4.8% 10.4% 27.8% 1.6% 33.6% 0.8% 4.9% 0.1% 0.0% 3.2% 0.6% 0.3% 1.5% 
CHINA         720  100.0%  9.0%  4.1% 6.1% 26.3% 7.8% 23.6% 0.8% 6.6% 0.4% 0.2% 4.9% 6.9% 1.4% 2.0% 
SOUTH KOREA   728 100.0%  6.6%  1.3% 14.5% 38.1% 0.9% 21.2% 0.1% 3.9% 0.4% 0.0% 1.2% 10.1% 0.3% 1.6% 
TAIWAN        736  100.0%  7.8%  5.5% 9.8% 26.5% 3.6% 36.5% 1.7% 1.3% 0.8% 0.3% 3.2% 1.2% 0.4% 1.4% 
HONG KONG     740  100.0%  5.2%  1.3% 18.4% 26.9% 2.7% 31.9% 0.5% 3.2% 0.3% 0.3% 1.7% 5.4% 0.8% 1.4% 
MACAO         743  100.0%  23.8%  3.4% 4.4% 25.2% 3.7% 26.8% 0.3% 3.2% 0.2% 0.6% 3.3% 3.6% 0.6% 0.9% 
TOTAL 100.0%  14.5% 5.4% 8.5% 32.5% 6.3% 20.2% 0.6% 3.4% 0.3% 0.2% 2.4% 3.0% 0.6% 2.1% 
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Table 9B:   Share of woven (HS 62) garments going to each MS market, 1993-7 (large exporters) 
 
 HS 62 - WOVEN 1993 
Share  EU(12) Fr.  Bel./Lux. Neth.  Ger.  Italy UK  Ire. Den.  Greece Port.  Spain 
Switz.       C001  100.0% 7.5% 3.5% 2.6% 54.4% 16.7% 7.0% 0.2% 0.4% 0.5% 1.0% 6.1%
TURKEY        052  100.0% 5.4% 1.2% 10.2% 73.3% 2.1% 6.6% 0.0% 0.9% 0.0% 0.0% 0.2%
LITHUANIA     055  100.0% 6.3% 0.6% 11.0% 72.8% 0.4% 4.6% 0.0% 3.6% 0.0% 0.0% 0.6%
POLAND        060  100.0% 4.3% 2.2% 11.8% 72.1% 1.2% 1.6% 0.0% 6.7% 0.0% 0.0% 0.0%
CZECH REP.    061  100.0% 2.7% 2.3% 2.5% 81.0% 5.8% 4.8% 0.0% 0.5% 0.2% 0.0% 0.2%
SLOVAKIA      063  100.0% 5.5% 1.1% 20.5% 66.0% 6.4% 0.0% 0.0% 0.5% 0.0% 0.0% 0.0%
HUNGARY       064  100.0% 11.5% 2.3% 8.7% 59.1% 12.7% 5.0% 0.0% 0.6% 0.0% 0.0% 0.1%
ROMANIA       066  100.0% 6.2% 0.6% 3.2% 61.9% 19.2% 8.6% 0.0% 0.2% 0.1% 0.0% 0.0%
BULGARIA      068  100.0% 4.5% 1.3% 6.4% 58.5% 15.8% 6.3% 0.0% 5.5% 1.6% 0.0% 0.1%
SLOVENIA      091  100.0% 4.9% 0.2% 3.1% 86.7% 4.1% 0.9% 0.0% 0.0% 0.0% 0.0% 0.0%
CROATIA       092  100.0% 0.8% 1.9% 9.7% 77.8% 7.4% 2.4% 0.0% 0.0% 0.0% 0.0% 0.0%
MOROCCO       204  100.0%  52.0% 3.6% 2.6% 22.6% 6.9% 7.4% 0.0% 1.0% 0.0% 0.0% 3.8%
TUNISIA       212  100.0%  36.1% 14.2% 6.4% 31.2% 10.0% 0.5% 0.0% 1.3% 0.0% 0.0% 0.3%
UNITED STATES 400 100.0% 15.9% 26.5% 5.9% 13.4% 10.6% 16.8% 0.4% 1.9% 1.7% 0.4% 6.5%
PAKISTAN      662  100.0% 18.6% 3.8% 8.0% 38.9% 8.4% 17.9% 0.2% 1.4% 0.5% 0.1% 2.3%
INDIA         664  100.0% 14.0% 1.4% 11.9% 34.0% 6.5% 26.4% 0.2% 1.9% 0.3% 0.2% 3.1%
BANGLADESH    666 100.0% 22.3% 3.3% 6.5% 27.9% 17.2% 16.3% 0.6% 2.7% 0.2% 0.0% 3.0%
SRI LANKA     669  100.0% 15.0% 3.8% 12.0% 36.9% 4.9% 25.5% 0.3% 0.9% 0.0% 0.0% 0.8%
THAILAND      680  100.0% 20.1% 6.4% 7.9% 33.5% 10.7% 12.5% 0.2% 3.1% 0.4% 0.3% 4.9%
VIETNAM       690  100.0% 9.6% 0.6% 8.6% 74.6% 2.9% 2.0% 0.0% 0.9% 0.1% 0.0% 0.6%
INDONESIA     700  100.0% 18.8% 2.0% 11.5% 32.7% 6.9% 20.1% 1.4% 2.5% 0.3% 0.1% 3.8%
CHINA         720  100.0% 5.7% 7.8% 6.1% 46.0% 10.5% 15.7% 0.2% 3.4% 0.8% 0.2% 3.7%
SOUTH KOREA   728 100.0% 12.3% 3.5% 14.5% 48.3% 5.7% 10.3% 0.2% 0.5% 0.5% 0.1% 4.1%
HONG KONG     740  100.0% 4.5% 1.0% 13.3% 43.6% 2.4% 30.1% 0.5% 2.7% 0.3% 0.1% 1.7%
MACAO         743  100.0% 30.4% 1.9% 7.5% 36.9% 4.3% 12.7% 0.8% 4.0% 0.0% 0.0% 1.4%




Share  EU(15) Fr. Bel./Lux. Neth. Ger.  Italy  UK  Ire. Den.  Greece Port.  Spain Swe. Fin.  Aust. 
Switz.       C001  100.0% 9.1%  2.6% 2.5% 25.3% 31.0% 12.3% 0.2% 0.3% 0.7% 0.4% 10.9% 0.5% 0.2% 3.9%
TURKEY        052  100.0% 5.6%  3.1% 11.1% 60.1% 3.4% 10.6% 0.4% 1.7% 0.1% 0.0% 0.3% 1.3% 0.2% 2.0%
LITHUANIA     055  100.0% 0.5%  6.7% 4.2% 57.5% 0.5% 11.9% 0.0% 9.1% 0.0% 0.0% 0.0% 6.0% 2.9% 0.7%
POLAND        060  100.0% 6.0%  3.5% 9.5% 67.1% 2.0% 2.8% 0.1% 7.2% 0.0% 0.0% 0.0% 1.4% 0.1% 0.3%
CZECH REP.    061  100.0% 2.0%  2.7% 1.9% 72.1% 4.7% 3.6% 0.2% 0.7% 0.0% 0.1% 0.2% 0.9% 0.7% 10.2%
SLOVAKIA      063  100.0% 5.2%  1.6% 8.9% 50.5% 16.3% 5.3% 0.0% 0.3% 0.0% 0.0% 0.0% 0.8% 1.0% 10.0%
HUNGARY       064  100.0% 11.7%  2.3% 7.1% 43.7% 13.0% 9.3% 0.0% 0.3% 0.0% 0.0% 0.0% 1.4% 0.0% 11.1%
ROMANIA       066  100.0% 5.1%  3.3% 0.9% 47.3% 29.3% 12.0% 0.0% 0.0% 0.1% 0.0% 0.3% 0.8% 0.0% 0.9%
BULGARIA      068  100.0% 13.8%  3.0% 6.4% 44.2% 14.3% 5.7% 0.0% 2.8% 7.0% 0.1% 0.2% 0.1% 0.1% 2.3%
SLOVENIA      091  100.0% 2.3%  0.0% 3.1% 85.2% 5.5% 0.6% 0.0% 0.1% 0.0% 0.0% 0.0% 0.4% 0.0% 2.6%
CROATIA       092  100.0% 1.0%  2.5% 7.4% 69.9% 13.1% 2.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 3.3%
MOROCCO       204  100.0%  43.0%  5.9% 4.7% 15.0% 6.0% 18.9% 0.4% 0.2% 0.1% 0.5% 5.3% 0.0% 0.0% 0.0%
TUNISIA       212  100.0%  34.3%  15.4% 6.8% 22.5% 17.7% 1.9% 0.0% 0.6% 0.0% 0.0% 0.4% 0.3% 0.0% 0.1%
UNITED STATES 400 100.0% 16.5%  22.2% 9.7% 12.7% 6.7% 19.0% 0.9% 1.9% 0.8% 0.6% 4.6% 3.2% 0.6% 0.6%
PAKISTAN      662  100.0% 16.0%  6.5% 7.1% 35.0% 9.0% 17.0% 0.8% 1.1% 0.5% 0.4% 3.4% 2.2% 0.3% 0.7%
INDIA         664  100.0% 16.0%  3.1% 8.8% 27.8% 6.7% 23.8% 0.9% 2.9% 0.5% 0.2% 3.7% 3.3% 1.0% 1.5%
BANGLADESH    666 100.0% 14.5%  6.2% 9.9% 27.1% 15.4% 15.9% 0.3% 1.5% 0.3% 0.2% 2.9% 3.2% 1.2% 1.4%
SRI LANKA     669  100.0% 9.0%  5.8% 9.9% 20.3% 4.0% 46.5% 0.5% 0.8% 0.0% 0.1% 0.3% 2.1% 0.0% 0.5%
THAILAND      680  100.0% 15.0%  11.5% 8.6% 23.2% 6.2% 18.4% 0.3% 4.9% 0.5% 0.1% 3.4% 4.2% 1.8% 2.1%
VIETNAM       690  100.0% 11.5%  3.4% 13.2% 47.4% 5.9% 6.7% 0.1% 2.6% 0.2% 0.1% 4.6% 2.1% 0.6% 1.6%
INDONESIA     700  100.0% 10.5%  4.7% 11.9% 32.7% 7.7% 23.0% 0.9% 2.5% 0.3% 0.1% 3.3% 1.2% 0.2% 1.0%
CHINA         720  100.0% 9.0%  4.0% 6.2% 34.4% 9.7% 18.2% 0.6% 5.1% 0.5% 0.2% 4.1% 4.5% 1.6% 2.0%
SOUTH KOREA   728 100.0% 7.0%  1.9% 13.8% 41.2% 4.7% 11.5% 0.1% 3.6% 0.6% 0.1% 7.2% 6.2% 0.9% 1.2%
HONG KONG     740  100.0% 5.5%  1.6% 16.1% 33.1% 2.1% 26.7% 0.9% 4.1% 0.4% 0.1% 1.8% 5.4% 0.7% 1.9%
MACAO         743  100.0% 18.6%  1.6% 6.5% 37.8% 2.3% 18.2% 0.3% 5.7% 0.1% 0.2% 1.0% 4.4% 0.6% 2.5%
TOTAL 100.0%  13.4% 5.0% 8.1% 39.0% 9.4% 14.4% 0.4% 2.7% 0.3% 0.1% 2.2% 2.4% 0.6% 1.9%  134
 
Appendix 8:  Concentration of suppliers across markets 
 
Table 10.  Standard deviations in the distribution of exports to the EU (MS markets) 
by the large suppliers.   
 
HS 61        HS 62       
  1993     1997   1993    1997 
  SD    SD    SD    SD 
SLOVENIA   0.356  SLOVENIA     0.200  SLOVENIA       0.360  SLOVENIA      0.225 
CZECH REP.   0.352  CZECH REP.   0.187  CZECH REP.    0.348  CZECH REP.     0.189 
HUNGARY     0.332  MOROCCO     0.174  CROATIA        0.342  CROATIA        0.184 
MOROCCO    0.330  TURKEY       0.155  VIETNAM        0.336  POLAND      0.175 
Switz.     0.322  Switz.       0.137  TURKEY         0.333  TURKEY         0.157 
TURKEY     0.320  SRI LANKA      0.137  LITHUANIA     0.333  LITHUANIA      0.150 
TAIWAN     0.306  ISRAEL        0.134  POLAND         0.331  ROMANIA        0.141 
TUNISIA      0.296  HUNGARY      0.129  SLOVAKIA      0.324  SLOVAKIA       0.134 
PAKISTAN  0.296  TUNISIA       0.121  ROMANIA       0.316  SRI LANKA      0.127 
POLAND       0.295  MAURITIUS     0.117  HUNGARY       0.310  VIETNAM        0.123 
HONG KONG   0.295  POLAND         0.115  BULGARIA      0.309  MOROCCO        0.119 
ROMANIA        0.293  ROMANIA      0.111  Switz.        0.303  BULGARIA      0.117 
SRI LANKA    0.292  SOUTH KOREA   0.110  MOROCCO       0.302  HUNGARY        0.117 
MACAO      0.291  TAIWAN        0.109  HONG KONG    0.297  TUNISIA       0.110 
MALAYSIA    0.288  PHILIPPINES    0.106  SOUTH 
KOREA    
0.294  MACAO        0.108 
UNION OF ARAB  0.288  HONG KONG      0.106  CHINA          0.291  SOUTH KOREA  0.107 
SOUTH KOREA    0.287  UNION OF ARAB  0.102  TUNISIA         0.291  HONG KONG      0.105 
MAURITIUS    0.287  SINGAPORE       0.100  MACAO          0.289  Switz.        0.099 
PHILIPPINES    0.287  MACAO          0.100  SRI LANKA     0.287  PAKISTAN       0.098 
SINGAPORE     0.286  PAKISTAN       0.099  PAKISTAN      0.286  INDONESIA      0.098 
CHINA         0.286  US   0.096  INDIA          0.285  CHINA          0.092 
ISRAEL        0.285  INDONESIA      0.092  INDONESIA     0.281  INDIA          0.090 
THAILAND      0.285  MALAYSIA       0.090  THAILAND      0.280  BANGLADESH    0.082 
BANGLADESH    0.283  BANGLADESH    0.084  BANGLADESH  0.279  US   0.076 
INDIA         0.282  THAILAND       0.084  US   0.274  THAILAND    0  0.073 
INDONESIA      0.281  CHINA          0.081        
US   0.276  INDIA          0.079        
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Appendix 9:  Concentration of suppliers across subsectors 
 
Table 12:  Variations in performance of  sub-sectors across set of large 
suppliers, 1993-7 
 
HS61  SDEV CV 
rank 
sdev rank  cv HS62  SDEV  CV 
rank 
sdev rank  cv
           
6101  0.88 4.98  8  3  6201  0.234  -2.11  1  15 
6102  0.91  6.66  10 1  6202 0.392  -3.30  3 16 
6103  1.60 2.20  15  12  6203  0.487  4.20  5  4 
6104  0.39  -5.32  3 14  6204 0.553  2.06  6 12 
6105  0.50 4.45  4  4  6205  0.397  -4.39  4  17 
6106  0.88 2.51  9  7  6206  0.247  -1.92  2  14 
6107  0.51  -7.07  5 15  6207 1.969  5.41  11 2 
6108  0.57 -79.47  6  17  6208  0.627 2.92  7  7 
6109  0.32 6.27  1  2  6209  0.829  1.70  9  13 
6110  0.37 2.49  2  8  6210  7.942  2.08  14  11 
6111  0.77  3.04  7 6  6211  0.821  2.54  8 8 
6112  1.37  2.36 13  10  6212 326.941  4.18 17  5 
6113  6.17  2.45  17 9  6213 1.421  1101.23  10 1 
6114  0.94  -11.02  11 16  6214  7.114  2.28  13 10 
6115  1.00  3.59 12  5  6215  14.117  4.20 16  3 
6116  1.47  1.89 14  13  6216  5.135  3.16 12  6 
6117  1.88  2.27 16  11  6217  11.350  2.28 15  9 
Note :  
-SD gives indication of the extent to which change in the sub-product performance has been 
consistent, or varied across exporters.  A low number indicates a more ‘evenly’ distributed 
pattern of change, whilst a higher number indicates a wide spread of performances.   
-CV scales the SD by the mean change in share in the sub-sector across large suppliers.  In 
this case large positive and negative swings overall will cancel each other out to give a low 
mean and a high CV.  A negative CV indicates negative mean growth  – where the sub-sector 
is declining overall –while a positive CV indicates overall growth in the sub-sector.   
   136
Appendix 10: Modelling for the effects of the ATC 
Two broad types of models are used to assess the welfare implications of the quota 
trade restrictions (partial and general equilibrium models).  (Applied) general 
equilibrium models are most relevant here because they have been used to analyse 
the specific effects of the ATC liberalisation.  
 
To establish how varying quotas would affect production in a given exporting country, 
a transformation needs to be made as to how much of a price differential they 
generate.  Recalling that quotas are in volumes, a transformation needs to be carried 
out to obtain a monetary figure (a value) of their effects.  The framework used is that 
an exporting country with a sectoral quota will, in a competitive context, bid it to 
domestic firms.  The price bid captures the extent of an export (or world) – domestic 
(or import) price differential.  From the perspective of the importer, the ratio of the two 
prices gives tariff equivalences of quotas.  (These represent a transformation of a 
quota into a tariff level applied by the importer that yields import volumes similar to 
those obtained with a quota.)  From the perspective of the exporter, the ratio is an 
export tax equivalent.  It is then possible to determine how exports would change if 
this rate were to change.  It should be born in mind however, that quotas, unlike 
tariffs do not generate revenues to the importer.  Instead, the exporter who sells its 
T&C goods at a higher price than if no quota had been applied secures a rent. 
 
Depending on the partner countries, export tax equivalences to the EU range from 
about 7 percent to 48 percent (for India) for clothing and from 5 percent to 27 percent 
(the higher figure is for China and South Asia) for textiles  
 
In relation to the outcomes of the ATC, multi-region models have considered not only 
the changes for T&C but also a series of other sectoral adjustments as specified at 
the end of the UR.  General equilibrium models attempt to incorporate how 
responsive demand and production are to price changes, changes in income, the 
availability of productive resources in an economy, the costs of factors of production, 
the relative comparative advantages etc.  These are technical (static) exercises that 
are sensitive to assumptions.  (Assumptions relates to how export tax equivalences 
change, to markets being perfectly competitive, constant returns to scale technology, 
imperfect substitutability of commodities from different origin, trade elasticities 
established from replicating historical data etc.)  Because sets of authors use the 
model to identify the effect of a key trade policy change, they tend to modify the 
assumptions and select the parameters in accordance with the objective of their 
modelling.  To test the resistance of the models, sensitivity analyses are considered 
by modifying some of the elasticities.  Results are consistent if changing the 
elasticities does  not fundamentally alter the results.   
 
The nuances across these exercises are not discussed here.  Those interested can 
consult Hertel (1997) for a presentation of the modelling program (the GTAP 
structure), Martin and Winters (1996) for post UR welfare assessments and results, 
and Hertel et al (1996) for gainers/losers analysis results.  The point to bear in mind 




Appendix 11: Clothing products integrated in Phases I-III of ATC:  
 
 
Table 14: Clothing products integrated in Phases I-III of ATC:    137
Product name  MFA 
Cat 




% value of EU 
clothing imports 
(1997) 




low    
Women’s knitted 
petticoats 
69    X    35,261   
Men’s knitted suits  75    X  56,908   
Woven ties, bow ties, 
cravats 
85    X  15,115     
Phase II (10)             
Woven handkerchief  19    X    17,873   
Panty hose and tights 
of synthetic fibres 
70    X  144,043  
Swimwear  72    X  341,236  
Women’s  knitted  suits  74    X  119,534  
Woven industrial 
clothing 
76   X    740,300  
Woven ski suits  77    X    134,728   
Woven shawls, 
scarves etc. 
84    X  104,953  
Corsets, braces etc.  86      X  140,418   
Woven gloves, mittens 
etc. 
87    X  120,276  
Woven  stockings  etc.  88    X  57,756   
Phase III (8)             
Knitted gloves, mittens 
etc. 
10    X  249,980  
Woven underwear  18    X    611,109   
Woven parkas/ 
anoraks 
21   X    2,113,396   
Knitted nightwear, 
pyjamas 
24   X    746,052  
Women’s /girl’s skirts  27    x       
Woven babywear 
(excl.gloves, socks) 
68   X    746,478  
Track suits, knitted  73    X 
 
 428,026   
Silk  handkerchiefs  160    X  N/a   
Woven garments, not 
elsewhere specified 
161    X  N/a   
Remaining:  21           
Sources:  OETH, 2000a, Tables 1.1, 4.13, Annex II; EU 2000 Annex. 
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Appendix 12:   Key interest groups and positions taken in stage III ATC at EU level 
Group Constituency  General  approach  Strategies Specific  proposals 
Consumers:  
BEUC 
Federation of consumer 
associations in EU MS and 
EFTA countries, including e.g. 
UK National Consumer 
council.  
Pro-free trade – with major concerns about 
consumer health and safety and other 
consumer rights.  On development: ‘Trade not 
aid good for poverty reduction’.  Have won right 
to make representations in anti-dumping cases 
including those involving products at one remove 
from final consumer. They have been active in 
two main anti dumping cases with respect to 
textiles – on bed linen and grey cotton.   
Lobbying at level of Council, 
Commission, Parliament, and 
through various EU committees 
and NGO forums.  Production of 
position papers, briefings.   
Increasingly involved in WTO 
debates. Some links with 
development NGOs.   
226’ 
In favour of 
accelerated 
dismantling of MFA by 
dropping quotas asap, 
rather than 
implementing existing 
agreement.  No specific 
proposals on products 
to be integrated 
Producers:  
Euratex 
Federation of textile/ clothing 
producer associations in 
Europe, with most MS and 
some accession countries.   
Members include, e.g. UK 
British Apparel and Textile 
confederation (BATC) 
(Reluctant?) shift from mainly protectionist 
position to ‘market access’/ bilateral negotiation 
approach – using remaining quota protection to 
bargain for increasing European market access.  
In favour of continued use of anti dumping, 
safeguard measures (particularly former in case 
of China’s accession) and of development of Pan 
Euro-Meditteranean T&C pipeline, through 
preferential trade deals.  Some difficulties in 
reconciling different national and product 
interests (textiles vs. clothing). 
Extensive consultation with nat. 
federations/ ‘burden sharing’.   
Coordinated lobbying at EU/MS 
levels. Alliance with trade unions 
at EU level. Written submissions 
to Commission Extensive 
contacts with Commission – 
participation in round table of 
Lamy – joint press release. Study 
on ‘third country’ market access.  
Produced list of 
products for integration 
– more or less identical 
to that eventually 
adopted.  Included 
‘sensitive categories’ 21 








Association includes national 
retailer/ trader associations, & 
individual retailers, 
wholesalers, importers. 
Includes large number of 
clothing retailers. Membership 
bias towards Northern Europe. 
Pro free trade, rapid liberalisation, Chinese 
accession.  
Actively campaigning against anti-dumping 
actions:  produced a common position paper on 
AD with Eurocommerce, protesting about ‘chain 
complaints’ and also intervened at Commission 
and WTO levels.  FTAss also assists members 
directly with legal representations in such cases. 
 
Vocal members took lead on 
advising on approach. Written 
proposal submitted to 
Commission.  Commission reps. 
invited to seminars etc. Also 
lobbied at national level, e.g. 
DTI. 
Pushed for 25 percent 
liberalisation in phase III 
and inclusion of more 
‘sensitive categories’. 
List proposed mainly 
clothing products 
among which ‘highly 
sensitive’ cats. 5 and 7.  
                                                  
226 Interview with Dominique Forrest, Economist, BEUC, 14 December 2000 
227 In reality, these concessions may not have been as generous as they appeared:  demand for anoraks which were a high fashion item in recent years is 
falling and the popular T-shirt nightdresses which are in high demand are in fact categorised as dresses, so not included here (Emma Ormond, interview, 
29 Jan. 2001.    139
Appendix 13:  ‘Highly sensitive’ clothing categories which remain to be 
integrated into WTO 
 





(euro bn)  
1997
228 
No. of quotas 









Knitted shirts/ T 
shirts 
4 3.1  (8.6 
percent) 









5 4.3   
(12 percent) 



































8 4.2   
(4.2 percent) 





Source:  Adapted from OETH, 2000a.   
 
                                                  
228 These figures taken from OETH (2000a pp80-87.)    140
 
Appendix 14: Bed linen and unbleached cotton: two antidumping cases  
 
Following unsuccessful attempts to have antidumping measures imposed on cotton 
fabric and bed linen in 1996, Eurocoton made further complaints which were 
investigated by the Commission. 
 
Against bed linen from Pakistan, India and Egypt the Commission imposed 
provisional measures in June 1997. These were made definitive by the Council in 
December 1997, although it was reported that this was not with full member state 
support. The complainant producers in this case were primarily found in Germany, 
France, Italy and Portugal (though also in Finland, Austria and Spain). Exporters in 
the relevant countries and importers and retailers in the EU put forward arguments 
about certain aspects of the investigation and, in the latter case, the adverse effect 
on downstream users, but the Commission found measures justified and in the 
Community Interest. 
 
The case of unbleached cotton from six countries (India, Pakistan, China, Egypt, 
Indonesia and Turkey) has proved to be even more controversial. Again the case 
was opened in 1996 following a previous complaint by Eurocoton which had 
ultimately been withdrawn. This time the Commission imposed provisional measures 
in November 1996 despite not having the support of a majority of member states. In 
May 1997, there was still not the support of a majority of member states and the 
provisional measures had to expire in circumstances of great controversy. The 
French government in particular was strongly in favour of measures. Once more, 
however, Eurocoton made a subsequent anti-dumping complaint to the Commission 
which prompted an investigation and, in April 1998, the Commission imposed 
provisional anti-dumping measures, despite no majority amongst the member states 
on the Anti-Dumping Advisory Committee. 
 
The case was referred to the WTO, which published its panel report on the bed linen 
case against India end October 2000. The report raise questions about the  way EC 
conducted investigation as well as about impact of anti dumping measures on 
external trade.   
 
   141
Appendix 15:  Notes on EU Preferential Trade Agreements (PTAs)  
 
CEEC 
European interest towards the CEECs coincided with their political and economic 
reforms (the removal of production subsidies).  In 1989, advantages were confirmed 
upon them by the Community through Association Agreements.  Prior to these, 
Eastern European countries were granted co-operation agreements and GSP 
schemes - selective comparatively low preferential tariff rates.  However, the GSP 
did not generally apply to T&C products which fell into sensitive products groups 
and/or were governed by MFA deals (54 quota deals applied to the CEECs in 1989 
but no quota was binding in 1992).   
The Czech Republic, Slovakia, Hungary, Poland, and later Bulgaria and Romania 
signed the Europe Agreements in 1991 and 1993 that contained a 10-year timetable 
for the creation of a FTA for industrial products.  Although T&C goods were 
excluded from the abolition of QRs for sensitive products and from tariff and non-
tariff liberalisation, the CEECs secured two key advantages.  First, outward 
processing trade (OPT) with which clothing firms are principally involved was 
liberalised upon entry into force of the agreements.  Quotas for re-imports by the EU 
were also increased with a potentially strong effect on export volumes. (Kaminski,  
1994:21-22.)  Second, T&C trade liberalisation (its own ATC program), set over a 
five-year period, has now occurred. 
MENA 
In spite of no tariff-free access for their T&C goods, the MENA countries faced less 
formal restrictions on their T&C exports to the EU, in particular with the Association 
Agreements established with Morocco and Tunisia.  However, the Euro-
Mediterranean proposals established from the mid-1990s, contain a program of 
setting up FTA and thus of reciprocity.  Tunisia was the first involved and future deals 
will apply to Morocco, Egypt and Jordan.
229 
 
Whilst there seems to be a similar process of T&C liberalisation across the CEEC 
and MENA countries, the timing of this liberalisation process would seem more 
favourable to the CEECs.  In the Euro-Mediterranean deals, T&C liberalisation would 
occur at any point of the 12 years FTA timetable.  How the Euro-Mediterranean tariffs 
will ultimately compare to those of the CEECs is somewhat unclear.  Hoekman and 
Djankov (1995:1) note that the MENA tariff average is twice that of the CEECs.  Yet, 
the CEEC-EU commitments (as well as trade) are deeper than those between the EU 
and MENA.  Moreover, with a Central European Free Trade Area between the 
CEECs, tariff reductions will have more widespread and comprehensive effects.   
These partners who have “locked” their liberalisation program might benefit from the 
possibility of increasing their exports to EU markets more rapidly than other more 
restrained exporters.  OPT might also gain further momentum for the CEECs, in the 
light of the current differences in performance between the two set of countries.   
 
In 1993, OP exports accounted for 74.5 percent and 11.1 percent of all clothing 
exports to the EU by the CEECs and the MENA region respectively. (Hoekman, 
1995: :21, Table 4).  The share of the latter declined from 15.6 percent in 1989 and is 
accounted for by only two MENA countries, Morocco and Tunisia.  In contrast, OPT 
for Poland, Hungary and the Czech Republic accounts for over 50 percent of clothing 
exports.  The Netherlands and Germany - a major European textile producer – have 
a key role in this relationship.  OPA established with the Mediterranean countries 
                                                  
229 - Following the 1995 Barcelona Declaration, an FTA framework has been established for a 
larger set of MENA partners for 2010.     142
have a distinct origin (France, Italy and to a lesser extent the UK).  Lesser export 
success might however, find its origin in piecemeal and gradual economic policies 
that have constrained foreign investments.  Whilst stressing workforce characteristics 
differences between the CEECs and the MENA countries, Hoekman and Djankov 
(1995:14) note that differences in OPT performance are possibly caused by the 
“existence of administrative or regulatory regime barriers in MENA countries”.   
Further T&C tariff cuts might accelerate OPT sharply in favour of the CEECs.   
Indirectly - and in a dynamic process - OP commitments have enabled access to 
some European markets.  They have also helped firms to overcome production and 
marketing difficulties. Yet, the elimination of the bias against direct exports and the 
possibility of a competition between the MENA countries and CEECs - as raised by 
Hoekman and Kostecki (1995:21) - could mean, in the longer run, that European 
contracts be redirected elsewhere.  
 
EU-SA FTA 
In December 1994, as military sanctions ended, SA requested a “partial” accession to 
the Lomé framework.  A qualified membership was obtained at the end of the 
1990s.
230  In parallel, a FTA was agreed upon between the EU and SA in 2000.  Prior 
to the deal, SA manufactured goods already entered the EU market largely exempted 
from duties (GSP status was obtained in 1994).  (In 1997, 57 percent of SA exports 
entered the EU duty free and another 28 percent under GSP benefits).   
 
The SA FTA is scheduled over a period of 12 years on the SA side (10 years on the 
EU side), divided into four 3-year periods.  With a greater proportion of and level of 
SA trade to liberalise (than the EU), the timing and path of tariff reductions has been 
subject to negotiations and control (special protocols have been set out and exclusion 
lists drawn for agricultural goods).  Whilst the trade liberalisation path is still unclear 
and uncertain, and whilst there are signs of a SA frontloading (i.e. SA is putting 
forward items subject to liberalisation ahead of the EU in the first stages), T&C 
liberalisation has been left for stage 3, that is 6 years into the FTA deal.
231  Allowing 
for the some potential EU influence over the agenda, the date reflects broader SA 
regional commitments.   
 
The Southern Africa region would be affected by the reforms through a process of 
polarisation (a concentration of investments and production in SA potentially away 
from the other SADC members) and through a reduction of the tariff revenues of 
other SACU members.  Pushing aside the issue of the welfare outcome of the SA-EU 
FTA deal, the first point to note is that trade concessions agreed with the EU have to 
be negotiated with other SACU members who have maintained relatively high non-
partners barriers to trade.  Second, an SADC FTA has been initiated in September 
2000 to be concluded in 2012, which might have further repercussions (the SA-EU 
liberalisation plans might ultimately entail a SADC-EU trade liberalisation path).   
                                                  
230 - The qualified “ACP” status coincides with the absence of non-reciprocal preferences, the 
exclusion of special Commodity protocols and the fact that although SA companies can 
tender for European Development Fund (EDF) projects, the country is not eligible for EDF aid.  
In contrast, South Africa’s participation to the political Institutions of the Convention has been 
incorporated.  (See Stevens (2000) for a more detailed discussion of the SA-EU process of 
negotiations.) 
231 - The SA FTA apparel (Chapters 61 and 62) tariff rates will be 40%, 37%, 34%, 31% 29%, 
26%, 23% and 20% in the various years of the FTA (the last figure is for year 8).  (Figures 
from European Commission, Directorate General of External Affairs, “WTO Bound Rates: 
Country Fiche, South Africa”).   143
 
The SA T&C liberalisation would thus come about at the end of the ATC 
liberalisation, making it unclear as to the benefits to be reaped.  These benefits will be 
dependent on further changes in the T&C export performance of Lesotho (member of 
SACU and an ACP State) and Zimbabwe (member of SADC and an ACP State).  
Because there are signs that SA might suffer from low productivity in the T&C sector, 
and thus might not be in a position to compete against its neighbours and other 
suppliers, one view advanced relates to temporary rules of origin (ROO) ACP 
benefits.  The principle relates to the lowest duties being applied to ACP T&C exports 
to the Community when ROO requirements are met.  ROO can be met by 
incorporating a certain proportion of inputs originating from other ACP and 
neighbouring economies (and the EU).  This advantage could boost SA textile 
production and exports to neighbouring countries
232 or boost SA clothing production.   
 
                                                  
232 - Doubt is expressed because EU imports might displace SA textiles production.    144
Appendix 16:  ACP and Least Developed Countries 
The ACP States and the non-ACP least developed countries (LLDCs), under GSP 
had, prior to 1994, a marked trade advantage over other trade partners, in terms of 
their access to the Community markets.
233  It has been generally noted that the former 
group had more pronounced trade advantages, however, in two respects, in the share 
of exports not subject to duty and in the capacity to obtain origin for their exports.  
The recent revision of ACP trade regime has led to more formal assessments of the 
relative extent of GSP benefits.  
 
(Theoretical) GSP advantages apply to the LDCs to allow them some room in terms 
of competition in the access to the developed markets.
234  Revisions are due in 2004.  
The trade advantages offered take the form of tariffs set at below the MFN rate 
(between 85 percent of the MFN tariff - typically – up to zero tariff – that is 
exemption from tariffs).  Whilst in the EU, GSP exports are not subject (since 1995) 
to QRs, they are subject to tariff modulation.  GSP mark-ups depend on the product, 
reflecting the sensitivity of imports (i.e. an 85 percent MFN tariff applies to T&C 
goods which fall in the sensitive category).  The GSP therefore appears to contain a 
dimension of uniformity
235.  Countries graduate from GSP benefits either when 
sectoral industrial capacity develops, as when Mauritius graduated away from the 
GSP benefits for Chapters CN 61, 62 and 63, or on the basis of improvements in GNP 
per capita and Human Development Index indicators.  This has, for instance, 
translated into Malaysia and Singapore not benefiting any more from GSP provisions.  
GSP benefits are also  conditional on the goods having undergone, in the benefiting 
country, a process of substantial transformation (broadly, that a minimum of 
processing has transformed inputs into a “new” goods).
236  The fact that benefits 
cannot be cumulated with some exceptions (if inputs are purchased from other GSP 
country) makes this scheme relatively less advantageous in than the ACP scheme 
where this is possible. 
 
The ACP advantages are twofold.  First, ACP exporters have benefited from some 
tariff differentials over their competitors (including over GSP-beneficiary exporters).  
Second, they have benefited from an exemption from non-tariff barriers in some 
sectors including  T&C.  These might have translated into the ACP gaining 
competitive advantages over GSP as well as other trade partners.  The doubt as to the 
existence of an advantage relates to the comparatively poor export performance of the 
ACP.  (Shares of EU imports from the ACP have typically been small, only about 20 
percent of ACP exports are manufactured goods and exports have grown slowly.)  For 
instance, ACP Secretariat and European Commission (1999) note that between 1988 
and 1997, ACP exports to the EU grew at about 4 percent.  Total exports from other 
LDCs increased by 75 percent. (See also Stevens (2000:405), fig. 15.2.)  Questions 
                                                  
233 - According to the UN classification there are 48 LLDCs.  There are 32 non-LLDCs ACP 
(including South Africa) and 39 ACP LLDCs.  The EU will revise the list of LLDCs in 2005. 
234 - The issue is that numerous GSP-beneficiaries faced MFA restrictions.  The LLDCs 
however faced no quota. 
235 Differences of treatment may arise from the social and environmental clauses, see above, 
and from special provisions toward drug trafficking countries such as Nicaragua and 
Honduras.  
236 - The US applies a percentage principle (35% of the value of the exported good has to 
have been acquired in the GSP-benefiting country).  There is currently no consistent ROO 
framework and the US changed its ROO legislation in 1996, constraining some of its 
importers.  (See UNCTAD, 2000.)     145
are thus raised as to the true effect of the trade preference and the development 
implications of a change of regime.  
 
The average margin of preference of Lomé over GSP beneficiaries is of the order of 
1.7 - 2 percentage points depending on the group of ACP considered.  The margin is 
small primarily because a large portion of both ACP and GSP exports enters the EU 
with zero MFN duty (54 percent of their exports to the EU).  Purely on the basis of 
ACP deals, another 36 percent entered the EU free of duty whereas a further 14 
percent entered with GSP zero duty.  Thus, according to ACP Secretariat and 
European Commission (1999), only 29 percent and 23 percent of ACP exports 
excluding the protocols had margin in excess of 3 percent and of 5 percent 
respectively.  Also, the relatively low level of tariffs is reflected in the fact that for 
industrial and non-protocol agricultural exports, the Lomé/MFN preference margin in 
1996 was 3.6 percent of the 1997 value of import whilst the Lomé/GSP preference 
margin was 2.5 percent.  With the UR tariff reduction, the figures would have now 
fallen to 2.9 percent and to 2 percent respectively.   
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Appendix 17: Persons interviewed in Brussels, Geneva and London/ UK  
 
Geneva (11-12 December) 
Richard Hughes, Counsellor, Textiles Division, WTO 
Munir Ahmad, Executive Director, International Textiles and Clothing Bureau (ITCB) 
Jean-Paul Sajhau, Executive Secretary, Textiles Clothing and Footwear Committees, 
Sector Activities Department, ILO 
Auret van Heerden, Small Enterprise and Employment Division, ILO 
 
Brussels (12-14 December) 
John Richards, DG Trade, European Commission 
Werner Stengg, Administrator, DG Enterprise Directorate General (textiles), 
European Commission 
Michèle Ledic, Director General, L’Observatoire Europeen du Textile et de 
l’Habillement (OETH) 
Dr Heinz  Berzau, Expert, OETH 
Francesco Marchi, Director, Economic Affairs, Euratex 
Filippo Giuffrida, Legal Counsellor, Foreign Trade Association (FTA) 
Renaat Soenens, Secretaire Général, Association Europeenne des Organisations 
Nationales des Commerçants Detaillants en Textiles (AEDT) (Small Clothing 
Retailers Association) 




London (29 November 2000 – 29 January 01) 
For initial contacts – ETI Conference, 29 November 2000 
Chris Williams, Head Of Corporate Communications, C&A UK – 8 December 
Bob Box, Trade Facilitation and Import Policy Directorate ,DTI , 25 January 01 
Simon Stevens, Team Leader, International Economic Policy Department, DFID, 25 
January 01 
Emma Ormond, Senior manager, Business Transformation, Tax and Legal Services, 
Price Waterhouse Coopers (clothing specialist) – 26 January 01 
Project manager, Sourcing, UK retailer (name of employee and company withheld on 
request)  – 29 January 01 
 
Liverpool (19 December)  
Alan Roberts, Director - Sourcing and Quality Assurance, Littlewoods – 19 December 
2000 (in person) and 30 January (telephone follow up) 
 
Telephone 
C&A buyer (name withheld on request) – 28 January 2001 
Neil Kearney, General Secretary, International Textiles, Garments and Leather 
workers Federation, Brussels, 30 January    147
Appendix 18:  Persons met/ interviewed in South Africa 
 
Research 
Dr. Rashad Cassim, Executive Director 
Trade and Industrial Policy Secretariat (TIPS), Johannesburg 
 
Simon Roberts, Lecturer, Dept of Economics 
Dr. Miriam Altman, Economic and Public Management Dept.,  
University of Witwatersrand, Johannesburg 
 
Tanya Goldman, Researcher 
Community Agency for Social Enquiry (CASE) 
 
Dr. Mike Morris, Director 
Imraan Valodia, Senior Research Fellow 
Caroline Skinner, Researcher 
Gordon Fakude, Researcher 
Centre for Social and Development Studies (CSDS), University of Natal 
 
Rose Mbono 
National Electricity Regulator, Sandton (formerly researcher at University of Cape 
Town).  
 
Dr. Trudi Hartzenberg,  




Peter Draper, Head, Economic Analysis and Research, International Trade and 
Economic Development Division 
Thembinkosi Ngeleza, Bilateral trade relations, European Union Desk 
Department of Trade and Industry, Pretoria 
 
Jack Kipling, Director 
Clothing Export Council, Cape Town 
 
Mark Bennett, Researcher 
South Africa Clothing and Textile Workers’ Union  
 
Keryn House, Consultant 
Perry and Associates, Sandton  
(formerly with DTI)   148
 
Companies 
Simon Shub, Chairman 
Rex Trueform Clothing Ltd, Cape Town 
 
Steve Parsonage, Marketing Director 
PALS clothing (Pty) Ltd, Woodstock, Cape Town 
 
Tony Owen 
TEJ knitwear, Steenberg, CT 
 
Jean Stephenson, Export Merchandising Manager 
Celrose Clothing, Durban 
 
Louise Smith, Accounts Executive 
Global Traders SA, Durban  
 
Neville Bambury 
Ninian and Leicester, Durban 
 
Hassim Ismail Randeree  
Fashion World, Durban 
(also President of Clothing Federation of SA) 
 
 
    149
Appendix 19: Methodological note on interviewing buyers.  
Difficulties were encountered in the course of the research in arranging interviews 
with buyers/ sourcing managers in clothing retail companies.  Extensive networking 
to make good contacts in retail companies which is a time consuming process.   
Some companies were reluctant for their employees to be interviewed (or identified) 
on what are regarded as commercially and politically sensitive questions.   Three 
companies (Monsoon, Next, Arcadia group plc) declined requests or did not respond 
to requests for interviews.  Two of the four informants declined to be identified. High 
profile press coverage of the plight of major UK clothing retailers and also of ethical 
trade issues is currently making the industry highly sensitive to any outside interest.  
Of four interviews already conducted with retailer employees, all were with 
employees of large middle market retailers –which are facing the greatest problems 
in the current market.  Thus the view given here is biased. Of these, three yielded 
somewhat partial information (due to time/logistical constraints and the limited 
perspective of the person concerned). A major gap, then, is the lack of direct 
information from both upper end of market and discount end (for which no reliable 
contacts were found in the available time).  
A further difficulty encountered is identifying the most appropriate informant within 
retail companies, particularly given the focus here on trade policy issues, as well as 
retailing concerns. The most effective interview was with a sourcing manager who 
has an oversight role the whole clothing product, rather than a buyer, who tend to be 
product specialists.  More generally, having adapted the approach of Schmitz and 
Knorringa (1999) used in the footwear industry as a basis for interviews, the following 
methodological issues arose:   
-  Clothing is a highly geographically dispersed industry and retailers are sourcing 
in a wide range of different markets. Direct comparison of country ‘performance’ 
is not straightforward, since not all retailers source from the same suppliers.    
-  The range of products is very wide, so it would be necessary to find a 
common product type for comparing sourcing decisions.  However, certain types 
of product tend to be sourced in particular regions.  
-  Buyers themselves tend to be highly specialised (usually by product) at a 
given time and may not know about buying of other products.  This would then 
require being able to interview buyers of the same/similar product.  
-  Although buyers are very au fait with particular requirements for their product, 
they do not necessarily know much about the broader policy issues affecting the 
industry, which requires a different type of informant.  
-  Criteria selected for rating supplier performance (price, quality, quick 
response, flexibility, design) do not all elicit a meaningful or consistent set of 
responses.  The criteria of design has been challenged in two cases – since it is 
claimed that design comes entirely from the retailers/ importers, with exceptions 
for a few vertically integrated suppliers in countries such as Turkey and 
Indonesia.  Similarly, quality has been questioned as a criterion on the basis that 
all suppliers are expected to meet specified quality standards and that quality is 
dependent not on country but on the individual supplier/ producer – i.e. there are 
‘good’ and ‘bad’ quality suppliers in all main countries.    150
Appendix 20:  outline of questionnaire for interview with buyers/sourcing 
manager(s) 
 
Role and nature of business 
Interviewee role in company and brief history 
Type (product), size, and category of company business 
Market position (share, overall target market) and retail strategy 
 
Clothing product 
Range of product 
Brands (list) and target markets  
Strategy for clothing retail 
 
Sourcing – country pattern 
How select suppliers 
Influence of trade policies on this (quota restrictions, trade preferences) 
Which countries are key (top 6) suppliers  
Sourcing strategies for different types of clothing product (standard, fashion…) 
Changes over time (e.g. number of suppliers, geographical distribution – last 5 
years and expected) 
 
Buying practices 
How buying organised (e.g. own buying offices, agents, importers etc.) 
How this varies by location, product type 
Changing over time – e.g. more direct buying? 
Other changes in buying practices (e.g. production and delivery standards, 
size/frequency of batches, replenishment orders) 
Changes to distribution of costs along supply chain 
Other major factors influencing management of supply chain? (B2B etc.) 
 
Supplier performance 
How monitor/assess supplier ‘performance’  
Ranking of supplier performance (price, quality, flexibility, quick response, 
design) 
Shifts in capacity of suppliers on these criteria during last 5 years 
 
Company membership of trade associations and policy initiatives 
UK and EU levels 
View of these activities 
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Appendix 21:  Outline of questionnaire for clothing companies (export/sales 
managers) 
 
Firm Profile  
-  When started? 
-  Ownership (public/ private)?  
-  Direct relations other firms (part of group?) 
-  Annual turnover (when started, trend, current) 
-  Size of workforce 
 
Product range  
-  clothing only/ other 
-  knitted/woven 
-  men’s /women’s /other ranges (sports, baby etc) 
-  Most important products? 
-  Average size of run? (pieces) 
-  Fashion vs. standard? 
 
Overall Impact of trade liberalisation on firm 
-  Imports (competion/ sourcing) 
-  Exports (market access) 
-  Increasing share of exports? 
 
Exports 
-  When started? 
-  % of production exported 
-  Main products  
-  Manufacturing int’lly licensed brands? 
-  Other exports (not own production) 
  
Markets    (rank/share)         Growing/ Declining  products 
    
-  Cost breakdown for main export product to EU/UK 
-  Cost pressures here? 
-  Potential for savings? 
 
Relations with buyers  (EU/UK) 
-  Direct to retailer or indirect (through exporter/ importer/agent) (Names) 
-  Differs by country/ product? 
-  One per country, or more? 
-  How relations established?   
-  Length of relationship UK buyers 
-  Design: retailer/ importer provides – or own designs? 
-  Quality assurance: locally done or by buyer? 
-  Packaging /barcoding: locally or by buyer? 
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Changes in relations with buyers 
-  Importance of particular buyers growing? 
-  Changes in frequency/ size of orders? (average production run size) 
-  Quality etc. requirements changing? 
-  Do buyers ever ask about environmental/ social standards in production? 
-  Implications of these changes 
-  Awareness of buyer performance monitoring systems? 
-  Ways in which this relationship beneficial? (information, investment, 
technology, etc.) 
-  Negative aspects 
 
Firm strategy (NB not all these areas covered, these are indicative of possible 
issues) 
(note differences for export and domestic production) 
-  Changes in type/ quality of product 
-  Changes in range of activities 
-  Source markets 
-  Subcontracting to other firms  
o  Aspects of production/services subcontracted out?  
o  Increasing or decreasing? 
o  Domestic or export production? 
o  In general, or only seasonal/peak period 
o  CMT contract labour (% output) 
o  Always use same firms/ suppliers? 
o  Specialised by product or task, or general? 
o  Other contract labour? (task specific) 
-  Labour  
o  Major changes in size/composition of workforce  - last ten years 
o  Men/ women 
o  Ethnic group 
o  Training (DCCS) 
o  Average wage (monthly) 
o  Use of production incentives?/payment systems 
o  Relations unions 
 
Future strategy re exports? 
-  Who perceive as main competition internationally 
-  Likely impact on their exports of: 
o  EU FTA 
o  Africa Growth and Opportunities Act  
o  MFA phase out (competition) 
o  (volume, markets, products) 
 
Trade associations and policy   
-  Member of any local or national industry associations ( Clofed? CEC?) 
-  Role (info sharing, techy, training, export strategy, lobbying….) 
-  Benefits  
-  How representative? 
-  How govt. trade/industrial/labour policies have affected this firm?  
 
 
 